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If your name is Smith... 


f your name is Smith, and you find yourself introduced every so 
often as Jones, you doubtless want to set the record straight. Not that 
there’s anything wrong with the name Jones, but you’d much rather be 
known by your own name. 


Well, Socony-Vacuum finds itself referred to every so often as a 
Standard Oil Company. And we'd like to set the record straight. We are 
not a Standard Oil Company, though we once were — a long time ago. 


The Socony-Vacuum Oil Company resulted in 1931 from a merger 
between the Standard Oil Company of New York and the Vacuum Oil 
Company. There is no longer any Standard Oil Company of New York, 
and Socony-Vacuum no longer uses the words Standard Oil to identify its 
products. We and our subsidiaries have as our emblem the Flying Red 
Horse, and our principal products are Mobilgas, Mobiloil and Mobilheat. 


It is a fact that many years ago— before most of you had ever 
bought a gallon of gasoline — Vacuum Oil, Standard of New York, and 
some other oil companies were a part of the old Standard Oil Trust. That 
trust was dissolved in 1911 by the Supreme Court, and all of the com- 
panies composing it were launched on their separate and independent 
ways. We now find in them some of our most aggressive competition. 


None of the officers or directors of Socony-Vacuum or its subsidi- 
aries is an officer or director of any Standard company. And none of their 
officers or directors is connected with Socony-Vacuum. 


There isn’t anything wrong with the name Standard or the name 
Jones. But like the fellow named Smith, we just wanted to set the record 
straight. We’re the Socony-Vacuum@il Company — an independent enter- 
prise, strictly on our own. 


SOCONY-VACUUM OIL COMPANY, INC. 


Makers of Mobilgas and Mobiloil 
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The extraordinary success of axle-trans- 
mission drive units, specially designed in 
collaboration with Clark engineers for 
farm and construction machinery, has con- 
vinced several leading manufacturers that 
it’s good business to work with 


LAR 


EQUIPMENT 


an outstanding name in 
POWER TRANSMISSION ENGINEERING 





CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 


OTHER PLANTS: BENTON HARBOR e 
BATTLE CREEK and JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT... 
TRANSMISSIONS © AXLES (Front and Rear) © AXLE 
HOUSINGS e TRACTOR UNITS e FORK TRUCKS AND 
TOWING TRACTORS « ROSS CARRIERS « POWRWORKER 
HAND TRUCKS © POWER SHOVELS ¢ ELECTRIC STEEL 
CASTINGS * GEARS AND FORGINGS 
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RIO GRANDE VALLEY GAS COMPANY 


BROWNSVILLE, TEXAS 


DIVIDEND NOTICE 


A cash dividend of five cents per share 
on the outstanding common stock of 
this corporation has been declared 
payable March 15, 1954, to stock- 
holders of record at the close of busi- 
ness, February 16, 1954. 


W. H. MEREDITH 
Treasurer 


February 2, 1954 
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Tapping 4,500,000 tons of pig iron a year \ yatjonal 


from twelve giant blast furnaces 


The blast furnace is the largest single 
facility used in the manufacture of steel 
products. In its seething interior, a 
mixture of coke and limestone wrests 
iron from its native ore. Pictured here 
is one of National Steel’s two newest 
blast furnaces being tapped to send a 
white-hot stream of molten iron on its 
way into the steel-making cycle. 

These two blast furnaces are important 
additions to National’s facilities, for 
they have increased production of 


NATIONAL STEEL 


GRANT BUILDING 


iron by approximately a million tons 
a year. At the plants of National’s divi- 
sions at Detroit, Weirton and Buffalo 
there now is a total of 12 blast furnaces, 
with a combined capacity of 4,500,000 
tons of pig iron annually. 

Increased pig iron capacity is but one 
phase of the expansion which has 
covered the full range of National’s 
operations from raw materials to fin- 
ishing facilities... from great new coal 
and iron ore properties to new equip- 


CORPORATION 


PITTSBURGH, PA. 


AN INDEPENDENT COMPANY OWNED BY MORE THAN 19,000 STOCKHOLDERS 


STEEL 


ment of the many kinds required to 
manufacture National’s wide range 
of steel products. 

National Steel now has a steel-making 
capacity of 6,000,000 tons a year. Plans 
for further development involve a pro- 
gram now in progress which will carry 
on over the next three years. 

This is National Steel—entirely inde- 
pendent, completely integrated—one 
of America’s leading steel producers. 


SEVEN GREAT DIVISIONS WELDED INTO ONE 
COMPLETE STEEL-MAKING STRUCTURE 


Great Lakes Steel Corp, Weirton Steel Company 
Stran-Steel Division Hanna Iron Ore Company 
The Hanna Furnace Corp. National Mines Corp. 


National Steel Products Co. 
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The Trend of Events 


POLITICIANS AS ECONOMISTS . . . Normally, a Con- 
gressional election year produces little excitement. 
This year, the political heat is already intense, with 
both parties assuming bitterly antagonistic attitudes. 
The reason for this is not difficult to find. The Re- 
publican party is in power for the first time in 
twenty years and cannot afford a defeat at the polls 
next November without being cast back, perhaps for 
a very long time, into the outer limbo from which 
it finally emerged. This is a thought which naturally 
brings a shudder to every Republican politician. 
With so much at stake, it is inevitable that any 
and every conceivable means that might bring vic- 
tory in the next elections is and will be used by the 
party technicians. By the same token, their adver- 
saries are prepared to use similar methods. Unfor- 
tunately, both factions have already taken a stance 
in a field where politics should have no place, that 
is to say, in economic forecasting. Some democratic 
leaders have exposed themselves to the charge that 
in an attempt to discredit the Administration, they 
are willing to go so far as foment a pessimistic 
psychology among the public by presenting a false 
or at least highly exaggerated 


tical acerbities should have reached the point where 
extreme views on business conditions are exchanged 
without a serious effort to relate them to the facts. 
If we are to come to grip with our problems which 
are real enough, we must dispense with highly emo- 
tional political oratory on economic affairs so that 
we can proceed with a calm and objective appraisal, 
which is the only sound basis for constructive action. 


ABUSING UNION TREASURIES... Dave Beck and 
Walter Reuther, two of our most aggressive labor 
potentates, are going around the country crying de- 
pression, and asking government and business to 
take up the slack, but saying nothing about the huge 
sums stashed away in their treasuries and those of 
other great labor unions. Instead of issuing destruc- 
tive statements, union leaders should take construc- 
tive action and use the immense accretions at their 
disposal for the real purpose for which they were 
intended—for the benefit of workers in need of assist- 
ance and to tide them over any period of adjustment. 
At the same time, in view of their fat treasuries, 
they could well afford to cut the exhorbitant dues 
now collected in order to give 





picture of current economic 
trends. But, in order to dis- 
prove these unnecessarily 
bearish statements, Republi- 
can leaders, on the other hand, 
have had the bad judgment to 
paint an overly optimistic pic- 
ture in the face of definite 
evidence that many _ uncer- 
tainties face business. 

It is unfortunate that poli- 





We recommend to the attention of our | 
readers the analytical discussion of busi- | 
ness trends contained in 
“What's Ahead for Business?” 
regular feature represents a valuable | of 
market analysis of importance to in- | 
vestors as well as to business men. To | 
keep informed of the forces that may | 
shape tomorrow’s markets, don’t miss it! | 


| their members the added buy- 
| ing power needed. 

In a word, the unions should 
now act constructively to 
maintain our economy instead 
continuing to think in 
terms of becoming “capital- 
ists” on their own. We call at- 
tention to an important article 
in this issue on the vast finan- 
cial and economic power 


our column 
This | 








—_— 


| BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS : : 1907—“Over Forty-six Years of Service”—1954 | 
hentai 


| 


| 





FEBRUARY 20, 1954 


595 














wielded by labor union leaders which exposes their 
plans and ambitions to use rapidly accumulating 
funds in their hands to actually own and control large 
segments of American industry. This is not a legiti- 
mate end, and treasury funds should not be employed 
for this purpose. Certainly, the working man should 
not be exploited to provide labor czars with an op- 
portunity to acquire more economic power than is 
already good for the country, or for labor itself. 


FAIR TRADE PRACTICES . . . None too soon, the Fair 
Trade Practices Act (McGuire Act) has been re- 
ceiving needed support from the courts. Among other 
instances of legal affirmation, the U. S. Supreme 
Court’s rejection of an appeal (Lilly vs. Schweg- 
man) has, in effect, confirmed the constitutionality 
of the Act. 

This situation is of vital import to manufacturers 
whose markets have become vulnerable to onslaughts 
of “bootlegging” operations by so-called discount 
houses. There are approximately 10,000 such firms 
in this country and it is estimated they do a business 
of from $3 to $5 billion annually. “Trade-name” 
goods of established manufacturers account for a 
good deal of this business. Since most of it is sold at 
discounts of 20% and up, it is obvious that manu- 
facturers, beset by this cut-throat competition, find 
it difficult to have their list prices maintained by 
their regular trade cannels. 

While many manufacturers feel that punitive 
action by the courts against offending firms may 
tend to slow down the volume of illicit trade, some 
believe that they can increase their insurance by 
taking police action on their own account. This has 
taken the form of hiring detectives to check on the 
activities of offending discount houses. Other manu- 
facturers are either realigning jobber outlets or in- 
sisting on stiffer terms from jobbers in order that 
discount houses trading with them be shut out from 
access to merchandise. 

The situation has investor interest, as well as for 
manufacturers, wholesale houses, dealers and re- 
tilers. The price level is now somewhat more sensi- 
tive to inventory liquidation in consumer goods. If 
too large a volume of trade goes to the discount 
houses, manufacturers would have to consider low- 
ering their prices in order to help legitimate trade 
channels maintain their competitive position. This 
could have a decided effect on profit margins. It is 
for this reason that important manufacturers, es- 
pecially of consumer durables, have recently become 
much more energetic than they have been in enforc- 
ing fair trade practices. 


WHAT'S BACK OF LOWER REDISCOUNT RATE? ... 
The reduction in the Federal Reserve rediscount rate 
to 1%/4.% from the previous rate of 2%, established 
January, 1953, is official recognition of the actual 
market for short-term loans. The rediscount rate 
obviously had been out of line, a fact emphasized 
with 90-day Treasury bills, for example, now selling 
at less than 0.9%. 

More important than the technical adjustment 
which has taken place is the broad implication of a) 
recessive tendencies in demand for credit and b) the 
broadening of recent Federal Reserve policies to 
provide further assurance to business that ample 





credit would be available in a downward cycle. 

The reduction in the rediscount rate may also be 
accepted as recognition by officials that an important 
increase in demand for credit is not in sight during 
the near future. Changes in the basic discount rate 
are not made lightly since they have a tendency to 
affect the entire structure of credit and money rates. 
For that reason, the new rate may be accepted as an | 
indication that the Reserve Board authorities expect © 
money rates to remain low for a considerable period 
in line with lessened demand for business loans aris- 
ing from the slower pace of business itself. 


LEGAL PITFALLS IN FOREIGN SECURITIES .. . A sub- 
scriber has written to complain of legal difficulties 
arising from certain phases of his ownership of 
shares in a Canadian company. Many investors are 
not aware that financial obligations of an unusual 
kind may be incurred in the ownership or disposal 
of securities listed exclusively on foreign exchanges. 
Since these securities and their companies are gov- 
erned by foreign law, it is obvious that the American 
investor may find himself trapped by potential liabi- 
lities of whose existence he may be oblivious. Fall- 
ing afoul of such circumstances can produce an un- 
pleasant surprise. For that reason, it is incumbent 
upon the investor to examine his legal status in con- 
nection with present or proposed ownership of 
foreign securities. 


INFORMATION, PLEASE... This is an annual report 
season. Most corporations ended their years Decem- 
ber 31, and are now preparing the accountings they 
owe their stockholders. 

That area is information. First and foremost, the 
report should tell the owner how his business has 
been conducted during the year just ended. It should 
tell him without equivocation, with only such reser- 
vations as may be required to protect competitive 
position. These needed reservations are fewer than 
some managements seem to believe. 

With the spread of stock ownership, there are 
more small holdings of stocks. Their owners need 
information in a more nearly pre-digested form than 
do large investors and their analysts. To meet this 
need, annual reports of late have gone in for an 
amazing variety of charts, pictures, cartoons and 
similar visual devices. There are all very well, as 
long as they are not used as substitutes for the plain 
facts. Clarity begins with the statement itself; when 
that has been decided upon the artist or typographer 
may be called in to make the data easier to 
assimilate. 

The ideal annual report has an index, and then a 
brief comparative table of the year’s and the pre- 
vious year’s results: Revenues—the measure of the 
company in industry; pre-tax income—the measure 
of operating efficiency; taxes, net income—what the 
stockholder’s stewards earned for him; earnings per 
share, dividends, earnings reinvested, capital ex- 
penditures and depreciations. 

To these essentials it is well, in these days when 
every interest but the stockholder’s has its loud 
pressure group, to list taxes per common share and 
payments for direct pay roll and employee benefits. 
Both these entries point up the stockholder’s place 
in the current economy (Please turn to page 648) 
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As 9 See Jt! 


DIPLOMACY 


. future historians may dispute about 
details they will undoubtedly agree that Churchill’s 
proposal last Spring that three-power discussions 
take place at the highest levels, i.e. between Eisen- 
hower, Churchill and Malenkov, inevitably led to 
a situation which the 
Russians could manipu- 
late to their advantage. 
The fact is that the 


How Did the Girl Friend Get in There? 


By E. D. KING 


IN REVERSE 


Nor is Japan immune since she too is dependent on 
Indo-Chinese rice. 

The Four-Power Conference has also given the 
Russians a magnificent opportunity to get the Chi- 
nese Reds into the picture. Peiping has a great deal 
to sav on whether the 
war in Indo-China is to 
continue or not. More- 
over, Mao-tse-Tung has 





Four-Power Conference 
in Berlin which, in fact, 
was the offspring of 
Churchill’s original 
plan, has given the So- 
viet government the op- 
portunity it has been 
looking for—to attempt 
a first breach in the 
Western alliance with 
some hope of success. 
General Eisenhower rec- 
ognized the danger at 
once when the British 
Prime Minister made his 
first gambit to com- 
mence negotiations with 


been blocking a resump- 
tion of peace negotiatia- 
tions in Korea and we 
may be forced to make 
concessions to get him 
back into the act. Thus, 
in one way or another, 
it is by no means impos- 
sible that we will be ne- 
gotiating with the Chi- 
nese Communist gov- 
ernment on a_ broader 
scale than could have 
been anticipated, only a 
short time ago — very 
much against our will, 
to be sure, but never- 











the Russians. However, 
the President was then 
unable, on account of 
world opinion which the 
Russians had furtively helped to shape, to appear 
publicly in opposition to sending an invitation to 
Moscow to a Four-Power Conference despite his 
obvious lack of faith in the outcome. 

The specific trouble with the Four-Power Confer- 
ence which Churchill did not foresee, and which the 
President did, was that it has presented the Russians 
with a concrete opportunity to exert pressure on 
France, the weakest member of the Western AIl- 
liance. They are in a position to do this through 
their control of the Communist aggressors in Indo- 
China. They can play on the anxiety of the French 
over their position in that bitter seven-year war 
by offering them the bait of an armistice with Ho- 
Chi-Minh. The price for this, of course, would be 
that France stay out of the European Defense Com- 
munity, which would split the West. 

Furthermore, Moscow knows that any deal by 
France with the Communists in Indo-China would 
sooner or later place the three associated states 
firmly in the grip of the Kremlin. As Indo-China is 
the rice bowl of Asia, it is not difficult to imagine 
the enormous economic leverage that the Soviets 
could exert on the rest of Southeast Asia which is 
particularly vulnerable to communist absorption. 
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theless an eventuality 
we should be prepared 
for. 

No one disputes the 
fact that it is better to hold conversations with the 
Soviet government than to engage in atomic war. 
But we should entertain no illusions that we are 
certain to emerge victorious from the conference 
table. The Russians, through their manipulation of 
their satellites and their dominance in Red China, 
are in possession of vital levers of power. Thev can 
move these nations as pawns on the international 
chessboard in a way that is not open to us, despite 
our great influence in the free world. 

The Four-Powers Conference at Berlin was sup- 
posed to have brung the unification of German closer. 
All that it seems to have accomplished is to fasten 
Russia’s grip on East Germany which is precisely 
what the Soviets started out to do in the first place. 

In our natural anxiety for the world to get back 
on a more stable basis and to end the threat of a 
devastating atomic war, we must, indeed, be pre- 
pared to negotiate but in doing so we must be care- 
ful not to yield vital positions in order to gain tem- 
porary respite. This is the mistake Sir Winston 
made in his generous move last spring to reopen 
negotiations with Moscow. We must be sure that we 
enter future negotiations at least as well prepared 
as the Russians have seemed to be. 


—Yardiey in The Baltimore Sun 
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Why Is Market Disregarding Business Outlook? 


The market met with increased supply last week, but absorbed it with little net change 


in the averages. Favorable financial factors have been emphasized for some time, adverse 


business factors relegated to the background. More attention may have to revert to the lat- 


ter. Hold ample reserves. Continue close selectivity in portfolio management. 


By A. T. MILLER 


, & terms of the daily averages, the stock mar- 
ket level was not greatly changed on balance over 
the last fortnight. Moderate further gains were 
scored in the first week of February, sufficing to take 
the Dow industrial average to a new 1953-1954 high, 
a fraction above the major top recorded over a 
year ago; and also to lift utilities slightly above their 
prior top level of last March. In the face of shrink- 
age in traffic and earnings, rails extended the re- 
covery phase begun last September, but the average 
remains considerably under its bull-market high of 
late 1952. 

The going on the upside became harder last week, 
as reflected in mild recession or sidewise drift in 
the averages until late in the week, when enough 


improvement developed to leave them, for all prac- 
tical purposs, at the top, of the year’s range to date. 
Investors, by and large, remain more willing to hold 
or buy stocks than to sell. This does not necessarily 
assure extenion of the rise, although that is cer- 
tainly possible; nor does it rule out possibility of 
a sell-off at almost any time. 


Time for Conservatism 


The advance from the September lows has been 
large, has run for five months without more than 
minor correction, excepting a four-week December 
correction confined to rails; and it has put the in- 
dustrial and utility averages back to historically 





MEASURING MARKET SUPPORT 
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MEASURING a AND — DEMAND- 


advanced levels above which the going 
may be considerably more formidable 
than it has been up to now. In this view, 
investors have been emphasizing the 
bright side of the picture for a fairly 
extended time, while ignoring business 
recession. The technical position of the 
320 market, and what can be called the 


“technical position” of investment psy- 
300 chology, have inevitably become some- 
what more vulnerable. It would be pru- 
280 dent, we think, to allow for possible 


cancellation of a material portion of the 
post-September rise in due time. 

Even though trite, it is necessary to 
emphasize that this has remained a 
“market of stocks”, particularly in the 
case of the industrial list, with the 
220 “average” merely ironing out notably 

wide divergences in behavior of indi- 
vidual stocks. When the “average” does 
little more than move sidewise, as last 
week, the cross-currents within the mar- 
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| 130 ket stand out all the more. Stocks in 
fair numbers continue to make new 
ion highs up to this writing; stocks in 
greater numbers are nowhere near their 
= earlier, and in some case very old, highs. 
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There is a continuing preference for 
“institution-grade” income stocks and 
growth stocks, especially issues with 
satisfactory-to-good 1954 earnings pros- 
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pects, allowing for EPT lapse. There is 
also a scattering of strength in special- 
situation speculative stocks, without any 
common pattern of selectivity. Among 
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these are N. Y. Central 
and RKO. Others acting 
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or any stock-price index. | 
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tion — a level of general 
under-valuation of earn- 
ings and dividends — was 
reached last September, with representative medium- 
to-good-grade industrial stocks at about 8 times 
1953 earnings, at perhaps something like 9.5 times 
1954 earnings, assuming for the moment that the 
general profit shrinkage this year will be held to 
around 15%, which seems to be the consensus; and 
on an average yield basis of close to 6.5%. At that 
level, more business recession had been discounted 
than had occurred, or than has yet occurred. Hence, 
there was a basis for a market recovery swing of 
some proportions. 

It was aided by emphasis on the then nearing 
lapse of EPT; by growing belief that 1954 business 
recession would be moderate enough to leave earn- 
ings, even though reduced, generally well above 
dividends, and hence that total 1954 dividends prob- 
ably would not differ importantly from 1953’s rec- 
ord level; by the Administration’s easy-money moves, 
spurring cyclical rise in the bond market and making 
dividend yields proportionately more attractive than 
bond yields; and by increased confidence generated 
by advance indications of the Administration’s con- 
structive tax and general-economic policies. 


The January-February Rise 


Nevertheless, the market rise showed petering-out 
tendencies through much of December, but assumed 
renewed vigor for some weeks thereafter. The latter 
probably can be credited to the following combina- 
tion of factors: more definite promise, via approval 
by the House Ways and Means Committee of sub- 
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stantial tax credits for dividend income; a further 
and stronger rise in the bond market; rebounds in 


many depressed stocks, relieved of late-1953 tax 
selling; the detailing of the Administration’s con- 
structive program in the President’s January mes- 
sages to Congress; optimistic Administration state- 
ments on business prospects; some apparent flatten- 
ing out of business shrinkage in January; and the 
usual bullish sentiment which the market itself gen- 
erates, at least temporarily, in an extended upswing 
which assumes new vigor after lagging for a while. 

At the present level, average industrial yields have 
been pared to about 5.6%; and the price earnings 
ratio has risen to about 9.8 times 1953 earnings and 
to perhaps 11.0, or a little more, times possible 1954 
earnings. In these terms, the level is still not an 
extreme one. Yet the favorable side of the coin has 
been substantially discounted, making the market 
more vulnerable to normal technical correction, to 
any unexpected bad news, to even a hint of moder- 
ately less favorable news from any quarter. Much 
“hay” has been made out of the proposed schedule 
of three-year 5% to 15% tax credits for dividend 
income. What if this is not enacted or if the bene- 
fits are scaled down? There are current press reports 
that the House Ways and Means Committee is wav- 
ering, fearful of the political consequences of the 
Democratic charge that this tax change favors “the 
rich”. Again, while the market over-discounted busi- 
ness recession at the September lows, it is 37 points 
higher for the industrial average, 13 points higher 
for the rail average (Please turn to page 648) 
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When Union Leaders Wield 
Vast Financial Power—What Then? 


By HOWARD NICHOLSON 


ae capital is merely hoarded labor some 
economist or poet (or both) said long ago. For most 
of the world’s history these two major elements of 
production have been in different and opposing 
hands. In modern times this has been so much the 
case that caricaturists have drawn one figure to 
represent Labor and another and very different one 
to represent Capital. It was Benjamin Disraeli who 
said that there are two races, the rich and the poor; 
it was the Count Tolstoy who said that the rich man 
in ta everything for the poor man but get off his 

ack! 

In the main the picture has been so accurate for 
so long that there has been a general acceptance but 
today a curious sort of evolution is going on in the 
United States which, conceivably, could develop into 
a revolution. The magic of the multiplication table 
is building up, in the hands of organized labor, what 
only the day before yesterday would have been re- 
garded as an empire of wealth even in the hands 
of Morgans and Rothschilds. Almost unrealized, this 
aggregation of vast capital has been growing like 
a coral reef below the general economic surface. Only 
recently has it emerged into full view. 


A Radical Change 
To what extent the rank and file of organized 
labor, whose earnings have made possible these great 
accumulations, comprehend what is taking place is 
a matter for conjecture. It is quite certain that the 
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more astute leaders are fully cognizant of the situa- 
tion and have laid far-seeing plans for a new order 
which may in a surprisingly short number of years 
burst upon an astonished nation! 

Thirty years ago this kingdom of capital was 
offered to organized labor; that is, the opportunity 
to achieve it was offered but for a variety of reasons, 
the offer was turned down. Probably the principal 
reason was human nature in the shape of an imme- 
diate selfishness. A second and, perhaps equally gov- 
erning reason was a lack of sufficiently compelling 
leadership. The fact remains that the opportunity 
was offered and then, partially because of the rejec- 
tion, everything was swept away in the Great 
Depression. 

Today a few labor leaders who have studied the 
period have builded upon the lesson involved and are 
determined that the opportunity will not again be 
rejected. They already have a firm grasp on the first 
rungs of the ladder and it scarcely seems likely that 
they will let go! 

For the accumulated capital of labor unions today 
is approximately $1,500,000,000. In present-day 
money terms that is no very vast sum considered 
alone. What is of vital importance is that a full 
comprehension now is in the minds of the leaders 
as to how such a sum has been accumulated in a 
comparatively short time and how it can continue 
to accumulate at, of course, a steadily accelerating 
pace. 

One of the conspicuous differences in the manner 
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in which Americans and Englishmen have counted 
wealth must point the moral here. In the United 
States it long has been customary to say: “That man 
is a millionaire.” In England it long was the cus- 
tom to say: “That man is worth ten thousand pounds 
a year.” It was realized that it was not so much the 
money in hand that was important, that fixed a 
man’s place, but rather the continuing flow. So it is 
with the American labor unions. Tomorrow they 
could toss away their billion and a half and still be 
in an amazing capital position. For their income is 
continuous and fabulous! 

The United Mine Workers of America is an 
organization which has had most publicity so far as 
its finances are concerned, its pension fund, now 
standing at about $98,000,000 being a sort of minor 
wonder of the industrial world. This is interesting 
because the fund is not so much created by the 
workers as by their mine-owners. To be sure, were 
there no work there would be no fund but it is the 
owner who pays so much on every ton of coal mined; 
not the worker. Then, too, the Mineworkers have 
some $35,000,000 in cash and bonds. 


And right there it is advisable to point out the 
invisible manner in which a fundamental shift is 
taking place. Some years ago the Mineworkers, with 
complete absence of any fanfare, purchased and 
moved into the large and stately edifice of the Uni- 
versity Club on what then was the fashionable 
McPherson Square, at Washington. The mansion of 
the late John R. McLean was across the street and 
across the Square had stood the only Vanderbilt 
mansion in Washington. The University Club had 
been forced to move out of itsshouse. The university 
men could not afford to keep it up; the miners could! 

The Electrical Workers Union, an American Fed- 
eration of Labor affiliate, quite recently used some 
of its net worth of some $28,000,000 to purchase one 
of the most valuable sites at 


very vocal United Automobile Workers show a net 
worth of only about $17,500,000 in United States 
and Canadian bonds and General Motors Corpora- 
tion acceptances. Similarly the CIO Steelworkers 
report a net worth of a little less than $14,000,000. 

The Ladies Garment Workers of the AFL illus- 
trate a strength of the older unions which new CIO 
unions lack. The Ladies Garment Workers show 
union funds of only about $12,750,000 but the union’s 
welfare fund reserves amount to $111,600,000, 
greater than the Mineworkers and this vast sum 
was accumulated by the workers themselves, without 
any tonnage payments. 

The AFL Teamsters today are regarded as per- 
haps the most interesting labor group in the country. 
Dave Beck has warned that he intends to bring into 
his union any worker who has anything to do with 
anything that moves on wheels. The Teamsters have 
added a quarter of a million members in the last 
year to the million they already had. True, the 
Teamsters show at present only some $31,400,000 
net worth but the union’s potential can scarcely be 
visualized. 


Common Stocks for Labor Unions? 


The constitutions of most international unions 
prohibit investment of funds in common stocks. Beck 
has announced that at the next convention, he will 
seek an amendment permitting investment in com- 
mon stocks. The Electrical Workers now permit 
stock investments. With large funds under concen- 
trated management, one can scarcely escape some 
speculation on the market effects a labor group could 
exert if it chose in manipulation of substantial blocks 
of corporation stocks. 

Reverting to the subject of labor union income: 
to begin with, by no means all union income is dis- 
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ment house which is so de luxe 
that scarcely any but the 
wealthy could afford to live 
there. They also hold some 
$15,500,000 in real estate 2} 
notes as well as stocks and 
bonds, government and indus- 
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news, is the richest of all of 
them so far as net worth is 
reported. It is the Brotherhood 
of Railroad Trainmen. This 
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are in the poorer category but 
that is understandable as the 
CIO is largely made up of 
relatively new unions. The 
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Per capita taxes are the amounts which local unions remit each month to their parent international organi- 
zations for each member. They constitute the major source of income for the internationals. In turn, 
the internationals pay a per capita tax to their parent federations, the AFL or CIO. In the AFL the per 
capita is 4 cents a month; in the CIO, 10 cents. 
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closed but enough reliable information is officially 
available to give some idea of the mighty stream of 
money which perpetually flows into labor’s coffers. 
There is wide variation in union dues, depending on 
degrees of skill involved, union services offered and 
other considerations. But every union member does 
pay dues and, with the organized labor force now at 
about 16,000,000 it is not out of the way to estimate 
an annual dues income of around $600,000,000. Initi- 
ation fees are in addition. Union constitutions state 
minimum, seldom maximum fees. Locals have dis- 
cretion and while there are ranges from $5 to $7 
there are several others with $100 as a maximum 
figure and still others with $100 as a minimum. A 
study in the Columbia Law Review tells of initiation 
fees which once ran in a range from $500 to $3,000. 

The local unions pay a per capita tax; that is, a 
payment for each member to the international union. 
The next step is the payment by each international 
of a per capita to its general federation—the Ameri- 
can Federation of Labor and the Congress of Indus- 
trial Organizations. Forty-four unions studied paid 
from $.55 to $1.25 a month for each member. Again 
there is variation in practices but usually there is 
some separation as between regular union dues and 
dues or payments earmarked for welfare funds. As 
near an average as can be estimated for monthly 
welfare payments would be $1 a month, all these 
sources going to swell the aggregate of income, con- 
stantly adding to the central capital structure of 
organized labor. 

The CIO does not disclose its benefit figures and, 
indeed, there is little to disclose. This is because most 
CIO unions came into existence after public relief 
measures were inaugurated such as social security 
and the CIO, being so largely socialistic, believes in 
leaning upon the state rather than self-help. The 
American Federation of Labor, in its latest report 
on benefit payments of its affiliated unions for 1952, 
shows disbursements of $100,310,627. This includes 
death benefits of $26,760,368 and old age benefits of 
$22,476,830 with other categories. It requires little 
figuring to realize what a capital sum is required 
to make such an annual outpouring. 
































These union insurance and allied funds are not 
subject to State insurance laws although it should 
be emphasized that probably no mutual or commer- 
cial insurance company ever has been more strictly 
managed. Questions of tax liability of union financial 
transactions occasionally arise and, doubtless, will 
continue to do so. Right now there is the question 
of whether the Teamsters should pay income tax on 
the $1,000,000 loan made to the Fruehauf Trailer 
Company of Detroit to assist that company in its 
affairs. Is this a straight business investment or is it 
a tax-free union activity? 

The big federation, the AFL and CIO, do not have 
much money compared with the internationals, their 
constituent bodies, presumably, the chief officers 
have tremendous influence on overbrooding policies. 
The AFL, in its report for its fiscal year ended June 
30, 1953, showed receipts of $4,983,975 and expenses 
of $4,575,024. A balance from last year amounted to 
$1,111,907 giving the Federation $6,095,882 in hand. 
The CIO shows at the end of its fiscal year, Septem- 
ber 30, 1958, receipts of $5,705,915 and expenses 
of $5,396,844. 

Incidentally, from time to time there has been 
criticism of large salaries paid union leaders. It is 
true that some draw as much as $50,000 a year 
reputedly and have practically unlimited expense 
accounts but perhaps it might be borne in mind that 
they are handling large enterprises much as the 
heads of great corporations, drawing comparable 
salaries, who are in charge of big business. To be 
sure, here and there, some individual worker grows 
a little restive when he reads how his or some other 
big chief spends a season at Palm Beach with all ex- 
penses paid for himself and family. But this is 
counterbalanced when he reads how great corpora- 
tions bow to his chief’s demands at the bargaining 
or threatening table. He strikes his breast and says: 
“That’s me.” 


The Labor Banks 
At the outset reference was made to the great 


opportunity labor rejected thirty years ago. In the 
brief but sharp depression which 
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ASSETS OF IMPORTANT LABOR UNIONS 


War, employers embarked upon a 
determined effort to injure labor 
unions and preserve the open shop. 


















Teamsters AFL 
United Mineworkers 


Electrical Workers AFL 








National Bank of Washington* 
(Controlled by United Mineworkers 1953) 


I skcinsccn\u saree vc roceoor eae $ 2,100,000 
Surplus ... $ 2,100,000 
Total Resources .............. $120,682,000 


Pp AEE hs st $ 31,341,838 net worth 
iScbauceeeaa $ 34,032,833 liquid assets 
$ 98,000,000 welfare fund 
Railroad Trainmen .................. $ 54,419,333 net worth 
ae $ 25,983,389 stocks, bonds, notes 
$ 28,199,439 welfare funds 
| Ladies Garment Workers AFL..$ 12,752,049 net worth 
$111,610,535 welfare funds 
Steelworkers CIO .................... $ 13,838,794 net worth 


Norfolk, Virginia, was historically 
an open shop city. During the war 
years its shops worked day and night 
on ship repairing with fledgling 
union members receiving high 
wages. With the war’s end, the shop 
owners declared for the open shop 
and cut wages from 80 to 72 cents 
an hour. 

The men struck. The Iron Masters 
Association was confident the strike 
would be short-lived. But there was 
one ship-repair shop that remained 
open and paid the union scale. It 
was a new firm and owed some 
$40,000 to the Bankers Trust Com- 
pany of Norfolk and depended upon 
the bank for going funds. Under 
pressure from the Iron Masters 









*—Merely one of many banks now controlled by labor unions. 


Association, the bank demanded 
payment and withheld further 














credits. (Please turn to page 644) 
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: in the employment of investment 
funds always has been considered desirable, and, 
to a considerable extent, essential if investment ob- 
jectives are to be attained. The reason for this, as 
every investor knows, is that by pursuing such a 
policy risk is distributed to the greatest possible 
degree, stability of income is strengthened, and the 
opportunity for enhancement of principal through 
market appreciation is broadened. 

Methods of achieving investment diversification 
vary. One way is for an investor, acting independ- 
ently or with the aid of investment counsel, to select 
a number of securities, each representing a different 
industry, as media for investment funds, the objec- 
tive being, of course, to limit the risk that would 
be inherent if the funds were concentrated in the 
stock of a single company. Yet, it is possible, as 
will be shown later, to obtain diversification through 
the purchase of the stock of but one company. 

Another way to diversify is through investing in 
mutual funds or investment trusts. Investments in 
either of these two types of securities afford the 
investor broad diversification, but in the case of 
mutual funds he may find it costly to withdraw 
owing to specific costs incurred. In the case of some 
investment trust shares, he may have to satisfy him- 
self with a small income yield because of the nor- 
mally low rate of dividend such issues pay as com- 
pared with the yield of other types of securities 
affording equal or better diversification and poten- 
tials in the way of increased values. 


Inter-Company Diversification 


Still another, and somewhat unusual method of 
achieving diversification in the employment of in- 
vestment funds is to purchase stocks of companies 
which, through use of their own funds, have al- 
ready diversified by investing in the securities of 
other companies operating in related or even in 
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Their Investments 


By FRANK L. WALTERS 
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entirely different fields. 

An outstanding example of companies that have 
diversified through investments in other corpora- 
tions in industries outside their own spheres of 
activity is Allied Chemical & Dye Corp., which has 
an investment portfolio containing securities of 
such widely diversified enterprises as United States 
Steel, American Viscose, Air Reduction, Owens- 
Illinois Glass, Virginia-Carolina Chemical, and 
Libbey-Owens-Ford Glass. 

Along similar lines is the wide diversification 
represented by the investment portfolio of McIntyre 
Porcupine Mines, one of Canada’s large gold pro- 
ducers, whose security holdings give it a consider- 
able stake in the further growth of Canada’s econ- 
omy as well as in the earnings and continued ex- 
pansion of a number of large American industrial 
companies. Among MclIntyre’s holdings contributing 
materially to net earnings are substantial blocks of 
stocks in International Petroleum, International 
Nickel, Bell Telephone of Canada, Amerada Petro- 
leum, General Electric, Standard Oil of N. J., United 
States Steel, and Standard Oil of California. These 
and other securities owned by McIntyre are exclu- 
sive of investments held by some of its subsidiary 
companies which duplicate to some extent those held 
by the parent company. They also include well scat- 
tered investments in such enterprises as Allied 
Chemical & Dye, British American Oil, American 
Telephone & Telegraph, Sinclair Oil, Aluminium, 
Ltd., the Bank of Montreal, and the Canadian Bank 
of Commerce. These subsidiary investments are 
separate and are not included in the computation 
set forth in the table accompanying this article. 

Another example of investment portfolios, but of 
a slightly different type, is that of American Smelt- 
ing & Refining with holdings in other independent 
mining companies, one of which is the Cerro de 
Pasco Corp., with some diversification achieved 
through its investments in Revere Copper & Brass, 
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Companies with Investments in Varied Fields 
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Number Value of Income 

of Holdings From 

Common Per Holdings 

Company Shares Share 1953 
Allied Chemical & Dye”.............. 142,300 U. S. Steel $ 67 $ 426,900 
‘) . 334,000 American Viscose 1.36 668,000 
268,000 Air Reduction 72 375,200 
208,309 Owens-Illinois Glass .. 1.89 833,236 
56,100 Libbey-Owens-Ford Glass .27 117,810 
43,502 Virginia-Car. Chem. Pfd. .61 255,012 
$5.52 $ 2,676,158 
American Brake Shoe........ 117,875 Bucyrus-Erie $258 $ 235,750 
American Home Products.......... ; 82,500 Goodrich (B. F.) Co. 1.80 226,875 
Bethlehem Steel 300,000 Rheem Mfg. 84 600,000 
Corning Glass Works* 1,050,000 Owens-Corning Fiberglas 21.40 2,100,000 
TF eS errr 20,000,000 General Motors 28.16 80,000,000 
General Precision Equipment...... 49,000 Twentieth Century-Fox . 1.51 49,000 
G (W. R.) & Co. 514,569 Davison Chemical 7.88 771,853 
vat $2 Mil. Dewey & Almy Notes 76 57,500 
. — -_——— 

$8.64 $ 829,353 
I so icsneniccchanevcepenesnseadl 2,300,000 British Amer. Oil . 1.94 1,380,000 
80,000 Halliburton Oil ....... .09 144,000 
422,798 Texas Gulf Sulphur 1.53 2,113,990 
130,000 Trans Mt. Oil Pipe Line n.a. n.a. 
Mcintyre Porcupine 100,000 Amerada Petroleum 21.81 300,000 
ore ‘ 22,050 American Metal .....................- 58 33,075 
69,000 Bell Tel. of Canada 3.54 138,000 
1,200,000 Belleterre Que. Mines ...... 5.26 120,000 
13,000 General Electric .... 1.51 52,000 
100,000 Int. Nickel of Canada 4.51 235,000 
15,000 International Petroleum 45 15,000 
33,076 Standard Oil Calif. 2.36 99,228 
81,400 Standard Oil N. J. 7.95 366,300 
15,000 Ug i aaa 77 45,000 
$48.74 $ 1,403,603 
Owens-lillinois Glass* ................ 500,000 Gair (Robert) $ 3.27 750,000 
1,050,000 Owens-Corning Fiberglas 18.54 630,000 
$21.81 $ 1,380,000 
Phelps Dodge ...........:.c.-.ssss0: 265,714 American Metal $55 $ 398,571 
100,000 Amerada Petroleum 1.71 300,000 
hte $ 2.26 $ 698,571 
Ss Se 80,000 Halliburton Oil 1.06 144,000 
epee NBO © 5 osc oc eve secanssnparescesees 211,575 PAD UNOTINIIGD 504555 cascnp cacao scisdacs 2.22 337,520 
142,500 National Supply 3.49 285,000 
$5.71 $ 622,520 
Stone & Webster..................... 514,488 Transcontinental Gas Pipe L. 5.54 720,283 
457,155 Tennessee Gas Trans. . 4.99 640,017 
43,333 Oklahoma Natural Gas ........ 41 51,999 
10,000 Superior Steel .07 10,000 
62,500 Texas Gas Trans. 50 62,500 
- $11.51 $ 1,484,799 
OS re reer 40,000 Halliburton Oil 15 72,000 
Texas Company®” ................... 80,000 Halliburton Oil .08 144,000 
399,000 Seaboard Oil 1.32 997,500 
1,440,000 McColl-Frontenac Oil 1.44 1,440,000 
$ 2.84 $ 2,581,500 
U. S. Smelting 10,000 Anderson Prichard Oil 87 20,000 
50,100 Texas Pacific Land 10.60 105,210 
50,000 Louisiana Land 5.29 150,000 
50,000 Texas Pacific Coal 3.59 82,500 
20,000 Pond Creek Pocahontas 1.24 80,000 
24,600 Island Creek Coal 74 36,900 
$22.33 $ 474,610 
Westinghouse Electric* 515,000 Baldwin-Lima-Hamilton 29 386,250 








*—Stocks with strong growth prospects. 
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fabricators of brass, bronze, 
copper and aluminum prod- 
ucts, and General Cable Corp., 
manufacturers of copper wire 
and cable, copper tubing, rods, 
sheets as well as a number of 
related products. In addition 
to the value to American 
Smelting of these holdings, 
both Revere Copper & Brass 
and General Cable are users, 
in the ordinary course of busi- 
ness, of sizable quantities of 
refined copper, lead and zinc, 
and other products of Ameri- 
can Smelting and its sub- 
sidiaries. 

Many of the large oil com- 
panies have investments in 
other important corporations 
in the oil industry. Among the 
latter are pipe line companies, 
marketing companies, fully 
integrated entities with oil 
and gas producing acreages, 
refineries, transportation and 
marketing facilities, while 
others are largely engaged in 
the production of oil and gas, 
providing sources of supply 
that under the normal routine 
of operations strengthen the 
raw products position of the 
investing company. 

Standard Oil Co. of New 
Jersey is a good illustration 
of investment diversification 
because of its very large hold- 
ings, amounting to millions of 
shares individually in other 
important oil companies. 
Among these investments are 
70% ownership of Imperial 
Oil, Canada’s largest inte- 
grated oil company; 94% 
ownership of Creole Petro- 
leum, a fully integrated or- 
ganization operating in Vene- 
zuela; an 83% interest in the 
stock of International Petro- 
leum, also a completely inte- 
grated oil company operating 
in Colombia and Peru, and 
72% interest in the giant 
Humble Oil & Refining Co., a 
domestic oil corporation with 
oil lands in the Southern sea- 
board states, as well as carry- 
ing on refining, transporta- 
tion and marketing activities 
in Texas and New Mexico. All 
these companies are consid- 
ered by Standard of N. J., as 
consolidated companies, and 
together with its wholly- 
owned subsidiaries, give 
Standard oil production from 
the oil fields of Canada south- 
ward through the various oil 
pools of the United States to 
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those in South America. In ad- 
dition, other production 
through non-consolidated com- 
panies operating in the Middle 
and Far East further broad- 
ens sources of supply with its 
refining, or transporting and 
marketing activities in prac- 
tically every country this side 
of the Iron Curtain giving 
operations world-wide scope. 
Gulf Oil, while holding a 
sizable investment in British 
American Oil, deviates from 
Standard of N. J.’s policy of 
investment through broader 
diversification, holding close 
to 423,000 shares of Texas 
Gulf Sulphur, the world’s 
largest sulphur producer, and 
an investment, through its 
wholly-owned subsidary, Cana- 
dian Gulf Oil, in 13,000 shares 
of Trans Mountain Oil Pipe 
Line Co. In addition, the 
parent company holds approx- 
imately 160,000 shares of 
Halliburton Oil Well Cement- 
ing Co., which in itself has a 
considerable degree of diversi- 
fication through furnishing 
several essential services to oil 
producers. These include oil 
and gas well cementing, the 
manufacture for its own use 
and for sale to others of spe- 
cially designed oil field tools 
and equipment, and resale of 
bulk cement and chemical ad- 
mixtures purchased from 
others for use in its own ac- 
tivities. Halliburton has 
proved a profitable investment, 
having a background of per- 
sistent growth and a promis- 
ing long-range outlook in serv- 
ing the oil and gas producers, 
including many of the leaders 
that also have investments in 
the company. Among these are 
Sun Oil, holding approxi- 
mately 80,000 shares of Halli- 
burton, The Texas Co., with 
160,000 shares, and Pure Oil, 
also owning 160,000 shares. 


Special Illustrations 


In studying how various 
companies in the many indus- 
tries reach out for diversifica- 
tion through investing in 
other corporations, it is in- 
teresting to see the course that 
United States Smelting has 
pursued toward that end. Be- 
ing primarily a producer of 
lead and zinc, and _ other 
metals, it is something of a 

(Please turn to page 645) 


FEBRUARY 20, 1954 


















































































































































































































Companies with Investments in Closely Related Fields 
Investments In Other Companies Current 
Number Value of Income 
of Holdings From 
Common Per Holdings 
Company Shares Share 1953 
American Metal ..... veseeeee 10,715,984 Rhodesian Selection Trust $ 7.21 $ 2,571,800 
2,934,268 Roan Antelope Copper 7.89 3,843,891 
164,800 Consol. Coppermines 44 157,560 
225,000 Climax Molybdenum 2.95 250,000 
201,369 O’okiep Copper 2.50 1,341,117 
$20.99 $ 8,164,368 
American Smelting & Refining .... 178,395 Conse de Pissed © ...02....55..0:<0cc0: 72 222,993 
2,847,000 Mt. Isa Mines 2.35 962,286 
469,074 Revere Copper 3.27 1,407,222 
855,674 General Cabie 1.72 385,000 
330,369 United Park City Mines .07 
$ 8.13 $ 2,977,501 
Anaconda Copper 596,094 Anaconda Wire & Cable 3.16 2,384,376 
578,228 United Park City Mines .08 
333,000 Inspiration Copper 84 999,000 
69,700 Butte Copper & Zinc .06 69,700 
$ 4.14 $ 3,453,076 
Baltimore & Ohio . 235,065 Reading Co. Ist Pfd. .. 3.30 470,130 
345,600 Reading Co. 2nd Pfd. . 4.18 691,200 
600,800 Reading Co. ee 6.32 1,201,600 
167,127 West. Maryland 7% Ist Pfd.. 11.41 2,506,905 
8,000 West. Maryland 2nd Pfd. 14 
159,050 West. Maryland 1.48 
$26.83 $ 4,869,835 
Chesapeake & Ohio 800,000 New York Central 2.14 800,000 
New York Central ................... 85,166 Cc. C. C. & St. L. Pf. ... 1.13 425,830 
465,309 Cc.caaas & 12.27 4,653,090 
132,845 Dela. Lack. & West. .......... .29 66,422 
10,453 Mahoning Coal R. R. Pfd. ....... .08 26,132 
20,133 Mahoning Coal R. R. 2.0.0.0... 1.62 905,985 
163,439 N. Y. & Harlem R. R. . 10.14 817,195 
433,984 Pittsburgh & Lake Erie 4.57 1,952,928 
50,102 Peoria & Eastern Rwy. ............ 2.87 
136,800 Reading Co. Ist Pfd. mn 273,600 
300,300 Reading Co. 2nd Pfd. ............ 1.44 600,600 
262,900 BRBCUEINNR CONS anced. ccnsisicccescsccs 1.10 525,800 
$36.27 $10,247,582 
Pennsylvania R. R. ..... 645,416 Lehigh Valley R. R. .............. 69 
527,168 Norfolk & Western Pfd. .... 1.00 527,168 
2,397,280 Norfolk & Western ....... i 7.65 8,390,480 
174,404 Wabash R. R. Pfd. ................ .88 784,818 
$10.22 $ 9,702,466 
Standard Oil of Indiana* ........ 2,069,144 Standard Oil of N. J. 10.49 9,311,148 
: 1,175,000 Midwest Oil Corp. 1.67 1,645,000 
SRINGGIEUSE aa 
$12.16 $10,956,148 
Standard Oil of New Jersey* .... 25,973,000 Humble Oil priate. 25.72 59,218,440 
24,400,000 Creole Petroleum ......... 32.22 170,800,000 
18,896,000 Imperial Oil 9.67 15,116,800 
11,994,000 International Pete . 4.75 11,994,000 
72.36 $257,129,240 
Union Pacific . 24,192 Baltimore & Ohio Pfd. ........ an 96,768 
25,024 Baltimore & Ohio .................. AY 25,024 
19,855 Chicago & Nor. West. Pfd. 14 64,528 ° 
98,270 Illinois Central Pfd. ............. 2.40 589,620 
268,700 Illinois Central 4.95 1,209,150 
160,000 New York Central 75 160,000 
115,200 Pennsylvania R. R. 44 172,800 
$9.01 $ 2,317,890 
*—Stocks with strong growth prospects. 
FPO EEG AAI ES — 
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A campaign promise of the pres- 
ent Administration was that it would 
get Government out of business and 
put more business-like methods into the 
operation of Government. The latter 
commitment, easier of fulfillment than 
the first, is being very well carried out. 
Men of proven business experience and 
talents head up the major Government departments 
—there is no need to cite them here. Getting Govern- 
ment out of business, however, is another matter, a 
time-consuming matter, but earnest steps to accom- 
plish this end have been taken, are gaining momen- 
tum but the acceleration seems to be negligible. This 
is because the job is one to stagger the imagination, 
a job that will require another year of research, in- 
: vestigation and audit; but a job, when finally done, 
| will stand as an outstanding accomplishment leading 
to more complete restoration of free enterprise than 
| we have seen for two decades... 

The term “getting Government out of business” 
means just exactly that, but in a little more detail it 
means ending those Government operations which 
are in direct competition with private, tax-paying 
enterprise, ending those Government operations 
which should not have been initiated, have no eco- 
nomic justification now or in the future, and should 
be eliminated at the earliest possible moment. They 
are operations which cost the taxpayers uncounted 
millions of dollars each year, and keep the national 
debt at a point which threatens to puncture the 
statutory ceiling of $275 billion—a thing to be 
avoided if we are to have a really solid dollar. 

It may be a shock to some readers, but it is an 
established fact that it would take the. equities of 
stockholders in 29 of our largest and best known 
corporations to equal the $30.5 billion the Govern- 
ment now has invested in business-type operations, 
virtually all of them in competition with private 
enterprise or, if not directly competitive, in areas 
where private enterprise could do a better job if 
given the opportunity. 

Parenthetically, it can be noted that in 1952 the 
29 corporations paid $4.9 billion in taxes, but only 
a little more than $2 billion in dividends. The dis- 
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Government’s 


$30 Billion Business Empire 


By HAROLD DuBOIS 


parity is on the discouraging side when one realizes 
that more than a few millions of those tax dollars 
were used to support Government business opera- 
tions directly competitive with the corporations who 
ponied up the $4.9 billion. This is a condition which 
sends risk capital into retreat, and when risk capital 
is not available we have industrial stagnation or we 
have more Government ventures into fields which 
should be dominated by private enterprise. A vicious 
circle, to say the least. 


A Difference in Taxes 


To this point, the picture is gloomy, but the writer 
would not describe it as hopeless. The start to get 
Government out of business has been made. It will 
gather momentum—slowly, to be sure, and as the 


people began to see and know the advantages, mo-}, 


mentum will mount. 

The move to get Government out of business is 
very definitely under way. It has not had an overly 
auspicious start, but it has moved farther along 
than is generally realized. The Inland Waterways 
Corporation, a Federally operated barge line, has 
been sold to private enterprise. It operated at an 
average annual deficit of around $7 million, a mere 
bagatelle in the national tax picture, yet a total of 
the Federal taxes of about 3,500 average American 
families. Meanwhile, other steps have been taken 
to get Government out of business. Space limitations 
prevent cataloging them and their respective sav- 
ings, but some are worthy of mention. 

Interior Department, which controls the National 
Parks, has leased out to private operators a number 
of hotels which it operated, at a loss, of course. The 
Defense establishment is eliminating those commis- 
saries and post exchanges which are in serious com- 
petition with retailers of their respective areas. The 
writer, nor the reader, could quarrel with this type 
of operation for the benefit of the service man and 
his family in posts far-removed from available pri- 
vate enterprise. We could quarrel with the Goverr- 
ment store just outside the city limits with civilians 
in on the deal. 

But these are minor. The writer mentions thet 
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only to point up that the move to get Government 
out of business is rolling. Where will (or can) best 
results be achieved? The question is fair, but it is 
not too easy to answer. 

First, the writer would look at the Reconstruction 
Finance Corporation, soon to be liquidated, next he 
would look at the Tennessee Valley Authority. Both 
are huge Government operations, both have been in 
the lime light of late, both are in areas of private 
operation the Government can profitably abandon, 
and each is widely different from the other. Between, 
there are many Government business ventures simi- 
lar to one or the other, or both. 

As of last November, the Reconstruction Finance 
Corporation had on its books $115.2 million of loans 
to 4,327 borrowers, each loan under $200,000 and 
bearing interest at rates varying from 4% to 5%. 


_ Each loan is to a business operation of some sort. 


The vast majority of these loans could well be 


| handled by private bankers. The principal reason 


they are not now in private hands is that for the 
past 15 or 20 years Government has put out the 
propaganda that RFC was a “liberal” lending 
agency, not hampered by the restrictions imposed 
on National and other banks by the Federal Reserve 
System, the Comptroller of the Currency, or the 
Federal Deposit Insurance Corporation. 

The RFC, under the present Administration, is 
now moving to dispose of these holdings to banks 
throughout the country. Just how many the banks 
will wish to take over is problematical, but the RFC 
classes 90% of them as good risks. Two-thirds of 
these loans are under $25,000, while 93% are under 
$100,000. The loans are distributed through 40 
States, Alaska, the District of Columbia, Puerto 
Rico, the Virgin Islands, and one is in Canada. It is 
admitted that RFC is now scheduled to die next 
June 30, but if these loans are not disposed of by 
that time, some other Government Agency—perhaps 
Treasury Department—must take them over. And 
this would mean the expense of accounting, super- 
vising, collection, etc., would continue to be a bur- 
den of Government, and a burden of Government is 
a burden on the taxpayer. 

During the coming months, each of these loans 
will be carefully scanned by special examiners who 
will report on the soundness of each loan. The in- 
formation they develop will then be passed along to 
the banks who will then have the opportunity to 
take over one or more of these obligations. This 
means that companies in debt to RFC will make 
their payments to local banks rather than to RFC as 
is now the case. It is conservatively estimated the 
plan will save the Government around $15 million 
annually in administering and servicing the loans. 
Due further consideration is the fact that the interest 
earned by the local banks will produce revenue for 
the Federal Government in the form of income taxes. 
Thus we see that disposal of RFC “paper” has a 
double-barreled effect—Government avoids adminis- 
trative expense through disposing of the loans, and 
gathers taxes from the interest earned by the banks 
who take over the loans. 

In addition to plans to dispose of its commercial 
loans, RFC is now liquidating its synthetic rubber 
and tin empires, both necessitated by the exigencies 
of all-out war, but no longer necessary as we seem 
to be getting the upper hand in the cold war between 
the free nations and the U.S. S. R. 

As originally built, Government’s synthetic rubber 
set-up consisted of 51 major facilities, 22 of which 
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have been disposed of—the remaining 29 now offered 
for sale to private enterprise. Thus far, around $300 
million worth of these facilities have moved into the 
hands of private operators who now pay taxes on 
the physical assets as well as on income derived 
therefrom. Final disposition may cause Government 
to go in the red ink as against initial cost, but Gov- 
ernment (and the taxpayer) will be for all time 
relieved of cost of maintenance, depreciation and 
other unavoidable charges. 

The tin program of RFC will be a burden for an- 
other two years, plus. It extends to June 30, 1956, 
but it is one of stockpiling, not of physical assets and 
facilities which might be advantageously used by 
private enterprise. Nevertheless, it is on the way out 
and at savings to the taxpayer. 

There are other RFC operations which cost money, 
but space limitations prevent detailed review here. 
Sufficient to say that they will be disposed of—per- 
haps within the next 18 or 20 months. 

The largest Government business venture, outside 
of mortgage and veterans insurance, at least the 
one that has had the most attention in the press 
and in public debate and discussion, is the Tennessee 
Valley Authority— (Please turn to page 643) 











An Alphabet of Government Business 


(Partial Tabulation of Government operations in competition 
with private enterprise) * 


Aluminum. accounting. amusements, architecture. 
Bakery products, banking, bus lines, brooms, brushes. 
Canning, cement, clothing, coal. coffee roasting, creameries. 


Dentures, dairying, dredging. 

Electric power, electrical fitting, engineering. 
Fertilizers, fish hatcheries, foundries, furniture. furs. 
Guns, gold refining, golf courses. 

Harness, helium, hospital equipment, hotels. 

Ice cream, ink, insurance, irrigation. 

Laundries, loan associations, lumbering. 

Magazines, motion pictures, moving vans. 

Oil. 

Paint, parachute manufacture, printing. 


Railroads, real estate, rope manufacture, rubber.** rural 
electrification. 


Shipping, sleeping bags, seeds, spectacles, swimming pools. 
Tailoring, trucking, theatres, typewriters. 


Warehousing, window washing, wood preserving, wood- 
working. 





*_The foregoing list is only partial, and was culled from 
records of the House Subcommittee on Intergovern- 
mental Relations to give the reader a glimpse of the 
varied Government business-type operations rightfully 
belonging in the field of private enterprise. 


**__Synthetic rubber—disposal steps now under way. 























607 





Pal 
a 


On 5 a et es 


Washing rth 


i 
AE 
Ay a 


Te ae 


By 





IMPLICATION to be drawn from one of the earliest 
major committee actions of the current session of 
congress (on the St. Lawrence Seaway project) is 
that pressure groups are not going to have the easy 


sailing they had under former administrations. 





WASHINGTON SEES 


Local governments which had believed the issue 
of federal-state tax overlap might be solved in 
their favor, now see the prospect of exactly the 
opposite and mayors and city attorneys are heap- 
ing protest upon congress. For the record, they 
made argument in favor of the federal Treasury 
stepping out of the fields of gasoline, liquor, and 
tobacco taxation; actually they had hoped that 
the levies would be cut, or at least not increased, 
thereby giving the statehouses and city halls lee- 
way to move in. The President’s tax message 
doomed that and where April 1 increases in 
excises were scheduled they'll go through as 
planned, it now seems certain. 

But adding to the woes of the local govern- 
ments are two actions by the ways and means 
committee, proposing to recommend to congress 
that municipal housing bonds, and municipal rev- 
enue bonds issued for industrial development 
purposes, be subjected to federal tax. This would 
not be the entering wedge for the general taxa- 
tion of city bonds, a proposition raised annually 
but never before given committee indorsement. 

With government emphasis on industrial relo- 
cation to break up plant concentrations and, 
frankly, spread the bomb targets, the use of 
industrial expansion bonds as a means of inviting 
enterprise could very well increase in the imme- 
diate future. Many cities, under charter rights or 
special acts of their legislature, have the authority 
now. It is not widely exercised. The mayors say 
it won’t be if tax goes on. To the expressed notion 
that housing bonds really are federal in nature, 
the city officials answer by asking: “Who re- 
deems them?” 








j HARDER SLEDDING FOR PRESSURE crours | 


“VERITAS” 





Despite opposition of rail and coal interests, plus 
assorted labor unions and some seaboard states, the 
program sped through the house committee by a lop- 
sided 23-to-6 vote. It had been expected to razor-edge 
through. Eisenhower-backed, the plan provides U. S.- 
Canada cooperation, financing on revenue bonds to 
be retired by collected tolls. The senate already had 
approved it; opponents thought it would die in the 
house committee. There was an overtone of “Ike” 
throughout “pro” debate. 


PROMOTIONAL values to the trade unions of a White 
House-sponsored national conference on unemploy- 
ment could be read into every word of Walter Reu- 
ther’s (UAW-CIO) plea, but President Eisenhower 
was just as quick to see through it, declined to pro- 
vide a forum and audience, in effect erased the public 
wailing wall which Reuther had dreamily construct- 
ed. The President said with complete logic that un- 
employment exists, but that a program has been 
drafted to alleviate it; that the program needs time 
for preparation and application; that it is far better 
to meet problems as they become current, with 
ready-made tools, than to create hynvothetical situa- 
tions, reiterate the obvious, deal in sophism. 


ASSOCIATION of atomic energy with the multi-billion 
dollar projects to bring out its destructive forces 
has tendency to put the subject beyond the mental 
reach of small business. But that isn’t necessarily so, 
says the Small Business Administration in a book 
bearing the somewhat uninviting title, “Radioiso- 
topes and Small Business.” Actually it isn’t diffi- 
cult reading for industry-men interested. 


EVENTUALLY there must be a breaking down of sta- 
tistics showing categories under which more than 
2,000 federal workers left their jobs in the course of, 
or as a result of, loyalty investigations. The public 
just won’t believe an employment brochure which 
includes fingerprints, investigated reference, signed 
oaths, etc., doesn’t specify the reason for “separa- 


tion. ” It’s ‘significant that the demand doesn’t come 
from those fired; it springs from outside do-gooders 
who may find they’ ve done disservice when all the 
facts are spread on the record. 
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Seemingly escaping public awareness, a theory 
of government is being tested in this country today which 
might well change the course of public affairs. For 
generations, there has been a clamor for more businessmen, 
successful businessmen, as high federal officials. 
Question unanswered was whether the transition from 
succeSSive administrations manned by politicians to a 
regime of men who had made their mark in industry, trade, 
and finance, could be accomplished without totally 
disrupting operations. The individuals President 
Eisenhower called to Washington to aid him could very 
possibly be described as men you'd hire, but couldn't 
elect. Few of them actually had ever tried their hand 

at being elected. They were, at best, unknown quantities 
by ballot-box standards; some of them by the measurements 
of cold, practical politics, would be drawbacks to a ticket. 





























Every administration has had a few businessmen, 
industrialists, financiers, etc. at the top (in times of emergency, real or fancied, 
they were drafted to federal service on a wholesale basis.) But in every recent case, 
the politicians topped the businessmen in point of Cabinet rank, access to the 

White House, and, what is very important, numerically. To answer the age-old question 
it was necessary to take a calculated risk; submerge the politicians abruptly to the 
point of relative obscurity, give the non-professionals the rein. Then await results. 























As formal appointments caught up with rumors, the Eisenhower team gradually 
came into being. It was put on the field amid practical hoots from partisan opponents, 
serious head-shaking among friends of Ike. The Cabinet was called "Nine Millionaires 
and a Plumber" (Durkin) ; it was intended to describe a point of view more than to set 
up fiscal ratings of the appointees. Durkin quit; Benson (Agriculture) became the 
whipping boy for an understandably worried farm belt; Brownell (Justice) accepted the 
role of lightning rod to draw the bolts which might otherwise flatten Ike; Dulles (State) 
oddly enough came in for more republican abuse than he got from democrats; Wilson 
(Defense) was charged with thinking "what's good for General Motors is good for the 
United States"--Amusing enough to invite repetition that made his row no less 
difficult to hoe. 
































There were politicians around, some of them in high places. Sherman Adams, 
the former New Hampshire governor mans an important throttle at "Assistant President," 
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blows aimed at the President. Also, he is the official "no" man. That saves Ike from 
hearing out scores of persons each day, each with a cause to plead, and each an enemy 

in the making if the President doesn't see it his way. Adams is accused around the 
Capitol of being "hard." That comes of confusion which arises from the fact that 

the congressmen haven't yet become accustomed to business methods in the White House. 
But there is no effective appeal from Adams and there is no GOP congressman who can 
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Brownell to some extent got Ike into the fracas over Harry Dexter White and 
it's no secret that the Chief Executive felt he didn't belong in that mess, didn't 
relish it. But it must be said for Brownell that he didn't try to slough off the onus. 
Under Brownell, the Department of Justice lost an attempted prosecution of the campaign 
manager handling the affairs of a democratic candidate for governor of Virginia. 

The democrat was elected, the men indicted almost literally on the eve of the election 
was acquitted without having to go to trial,and Senator Harry F. Byrd, democratic boss 
of Virginia who has definite Ike leanings didn't like the goings-on. 


























In a widely publicized case which followed, a former antitrust division head 
was indicted for pursuing a "claim" against the government within two years after 
leaving the service. The federal judge didn't require the charged attorney to go to trial; 
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‘| said the law was clear and that the Attorney general had not inerpreted it rightly. 
| These cases, plus the White outbreak, plus The fact the press had to plead with 
President Eisenhower to force Brownell to hold press conferences as other Cabinet 
members do, cast the Attorney General down on the list of the strong men surrounding 
Ike. And Brownell managed several campaigns for Gov. Dewey, helped manage the 
























Defense Secretary Wlson's status couldn't be determined in any opinion poll 
| because answers would be colored by such considerations as whether one likes or dislikes 
i| "big business." To have placed a military man at the head of that department would 























































i| have been to waste one military genius -- the appointee, or Ike. Certainly the 3 
President has no peer in this country, if anywhere, as a military warrior and % 
administrator. President Roosevelt thought so, and made him commander of all forces ‘ 





in the war in Europe; President Truman must have thought so, too, because Ike was the 
Chief of Staff under HT. Defense Secretary is not a title involving declaring, or 

| waging, war; the President declares war, and the uniformed forces fight it. The position 
| calls for a procurement and production brain. Wilson eminently qualifies. 

| A politician in that spot would be worse than waste. It would be hazardous! 




















It took Secretary Wilson many months to impress on congress that he always 
was ready to talk business, had no time for small talk. That was taken as offensive 
gruffness. Wilson let it stand at that, meantime worked out the plan which was placed on 
paper by General Eisenhower: a shift of emphasis on both striking power and defensive 
weapons ; more defense for less money. Old-timers on Capitol Hill, brought up in the 
tradition that good defense means an equal division of funds and material, don't 
like it; they still think that if the navy gets six ships, the army Should get six tanks, 
and the air force six planes. Time has passed them by under the spur of business 
administration of a department which had too long been steeped in pomp, ceremony, 
sword rattling, and numerous grades in a caste system. 























Interior's McKay is a former governor but never would be rated a politician 
under the national yardstick which has been used to Select such Cabineteers as 
Farley, Walker, Ickes, Hannegan, Perkins, Cummings, Biddle, McGrath, McGranery, 
Acheson and Hull, to name a few. Yet, proceeding quietly, McKay seems to have worked 
out a program of public resource control that at least isn't causing any public rows. 
His position on public power takes nothing from private enterprise, yet does 
not forestall the construction of public projects where conditions warrant -- 

conditions meaning lack of interest on the part of private capital, or where flood 

control or other public necessaries are involved in addition to energy development 

and distribution. Businessmen are for McKay; public power project advocates aren't 
against him. Which, all things considered, adds up to success. 









































Political key men in the Eisenhower camp are attempting to evaluate the 
future of the admittedly large number of persons who were won to the rallying post of 
the Bricker Amendment. First step is to decide from whence this strength came and the 
ready answer is that its nucleus is the isolationist movement which deplores entangling 
alliance of any sort. That being generally agreed, next question is: Will the 
President's firm stand be reflected in votes expressing disappointment? It is certain 
that the need for a Bricker Amendment never was clearly established; it is almost as 
certain that its methods and purposes of this particular approach were in greatest 
confusion. Confusion even among the senators discussing it. 



































Congressmen of long experience don't expect repercussions. At almost every 
moment of a congressional session there is a "movement" riding high -=- well-financed, 
having nationwide sponsorship, uttering threats to the lawmakers that the "movement" 
must be successful lest the congressman die politically. It passes over. The Supreme 
Court "packing" fight was going to defeat FDR; the Dixicrats were going to deprive 
Truman of an elective term in the White House; the Townsend Plan of some years ago, 
was "in" or the congressmen were "out"; votes for women were going to ruin the nation; 
Huey Long was going to become the first dictator in the U.S. These and others have 
had their day; all of them had some slight effect on the vote. 
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Trading with... . 
The Ruble Area 


By V. L. HOROTH 


A couple of weeks ago, the British Trade 
Delegation visiting in Moscow received a Soviet bid 
to buy some $1.2 billion worth of British goods over 
the next three-year period. The Russians have asked 
for cargo ships, fishing trawlers, tankers, and elec- 
trical equipment. The offer may have been merely 
a Soviet tactic to lure the Western World by a trade 
gesture, or it may have stemmed, as Harold E. 
Stassen, director of the Foreign Operations Admin- 
istration (FOA) suggested, from economic difficul- 
ties brought about by a general relaxation of the 
Soviet economy following Stalin’s death. Whatever 
it means, it will be difficult to persuade the good 
people in British shipyard towns like Grimsby, where 
some unemployment recently developed, that the 
Russian offer should be rejected because it means 
shipping strategic goods to the arch enemy of the 
free world. 

However, this is concrete example of a problem 
that the free world is likely. to face in the future if 
(1) the “ruble area” intensifies its trade-offensive 
begun last April in Geneva, and if (2) business 
recession should develop in the United States and 
bring about a general decline in West European and 
Japanese sales in this country. Already disappoint- 
ment in the reception of the Randall Commission 
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World Population and Production—by W. S. and E. S. Woytinsky 


findings has led to a demand that the regulations 
concerning the shipments of strategic materials 
to the communist bloc be revised and liberalized, 
so as to permit increased trading of some free 
world countries with their “natural markets” be- 
hind the Iron and the Bamboo Curtains. 

At the same time, the Russians are directing 
their biggest trade offensive blast at those free 
world countries which, like France or Italy, are 
in economic difficulties or which, like Argentina, 
are smarting from real or imagined slights re- 
putedly suffered from the United States and 
Western Europe. In France, for example, the 
Soviets are offering to buy products the sale of 

which is becoming increasingly more difficult in 
competitive markets, such as textiles and motor cars. 
The Italians are being tempted by Soviet offers to 
barter wheat and oil in return for Italian ships, 
citrus fruits, and industrial and electrical equip- 
ment. For Argentina, the Kremlin holds the lure of 
plant equipment apparently originating either from 
East Germany or Czechoslovakia, in return for 
Argentine linseed oil which could not be sold in 
world markets because it is over-priced. The Soviet 
offers to buy copper from Chile at higher-than-the- 
world-prices are well known. And of course, should 
the “fool’s paradise” in which the Japanese are living 
collapse one of these days, trade with the communist- 
controlled mainland of Asia would be in the nature 
of a life saver. The Japanese exporters—and those of 
capital goods in particular—are constantly reminding 
the nation that before the war some 45 per cent of 
Japanese exports were absorbed by China, Man- 
churia, and Northern Korea. Both Red China and 
the Soviet Union are not letting. the Japanese ex- 
porters forget it either; they have been dazzling 
Japanese exporters with offers to buy machinery 
and electrical equipment, dyestuffs, fertilizers, chem- 
icals, medicines, and even textiles, but the problem 
of paying for these goods is something else again. 
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Trade of the Free World and the United States 
with the Soviet Orbit and Red China 


(In Millions of Dollars) 





Imports Exports Imports Exports Imports Exports 





from to from to from to 
Soviet Orbit Red China Ruble Bloc 
FREE WORLD TRADE: 
1950 . 863 930 476 409 1,339 1,340 
1951 1,097 1,104 473 439 1,571 1,543 


1952 Jan.-June 585 577 151 112 736 689 
1953 Jan.-June 448 449 205 163 654 612 


U. S. TRADE: 
1947 108 340 116 353 225 693 
1950 80 27 146 36 226 63 
1951 63 4 47 110 
1952 39 1 28 67 
1953 est. 75 2 9 84 














But before proceeding further, a few words about 
the so-called ruble bloc may help the story. What 
comprises the ruble bloc? The answer is: the two 
communist powers, Russia and Red China, and their 
satellites. The currencies of the member countries 
are absolutely inconvertible—even into each other. 
However, the money of account for the area is the 
“gold ruble,” supposedly worth about 25 cents. That 
is the accounting value. The actual external pur- 
chasing power of the ruble is difficult to determine, 
since hardly any rubles circulate outside of the 
Soviet orbit and the market for them is very thin. 


Moscow the Clearing House 


Moscow acts as a clearing house for the whole 
system. Payments for goods exchanged among indi- 
vidual countries, say Rumania and Poland, are 
credited or debited in gold rubles to the respective 
accounts of these countries in Moscow. In this way, 
Moscow is not only informed what goes on in the 
way of trade among the satellite countries and Red 
China, but is able to influence this trade. Moscow 
also operates the foreign exchange pool of the area. 
All foreign exchange earnings are credited at the 
rate of four rubles per dollar earned, and pre- 
sumably foreign exchange is in turn apportioned to 
the countries that need it. It need not be added that 
the satellite countries as a rule put more into he 
common “kitty” than they take out, thereby helping 
to finance the purchases of Russia proper. 

The ruble area countries have intensified trade 
with each other, particularly since the West im- 
posed embargo on shipments of strategic goods to 
them. In 1951, for example, over 90 per cent of 
Bulgarian and Rumanian trade, over 80 per cent 
of Russian and East German trade, and over 60 per 
cent of Czechoslovakian and Red China trade was 
with the other communist countries. Since then, the 
intra-ruble bloc trade is reported to have increased 
considerably, while the trade with the outside world 
has dwindled to but a few percent of the overall 
trade. The bulk of trade consists of the exchange of 
raw materials produced within the ruble bloc for 
capital goods. Relatively few consumer goods are 
exchanged, except in cases where, for example, 
wheat had to be shipped from the Soviet Union ‘to 
Czechoslovakia and East Germany to relieve local 
foodstuff shortages. The explanation for the rela- 
tively small trade in consumer goods and the rela- 
tively low, when compared with the West, per capita 





612 


foreign trade may be explained partly by transpor- 
tation bottlenecks and partly by the efforts of indi- 
vidual countries to industrialize and to become as 
nearly self-sufficient as possible. Even in the Soviet 
Union, self-sufficiency of individual areas, such as 
Central Asia, is encouraged, to avoid long and costly 
hauls. 


Myths About East-West Trade 


“Trade between Eastern and Western Europe is a 
fertile field for cultivation of myths,” states the last 
Report of FOA to Congress. Because of the absence 
of hard facts, there has been great deal of emotion- 
alism about this trade. This modern mythology is 
found in contrasting forms, the FOA Report finds, 
on both sides of the Atlantic. 

“In Western Europe, for example, it is not rare 
to encounter the notion that a vast increase in East- 
West trade is dangling just beyond the horizon; 
that if the Western nations would only reach out 
and grasp this horn of plenty it would rid them of 
unemployment, raise their living standards, solve 
the problems growing out of their shortage of dol- 
lars, and put the world toward the lasting peace...” 

“In the United States, on the other hand, the no- 
tion is held by some people that our allies are ship- 
ping military items to the Soviet bloc, and some have 
the idea, besides, that all East-West trade is evil 
in itself, unpatriotic, disgraceful, no different from 
wartime ‘trading with the enemy’, and ought to be 
abolished...” 

The fact is that in 1953 some 800 million people 
behind the Iron and Bamboo Curtains exchanged 
roughly $2.5 billion worth of goods with some 1,600 
million people of the free world. This was about 
half a billion less than was exchanged in 1950 or 
1951. On one hand, it can hardly be said that the 
East-West trade or the trade with Red China has 
been strangulated. On the other hand, the reader 
should consider that the two orbits, the free world 
and the communist world, with immense populations 
exchanged less than half as many goods as did 
Canada and the United States in 1958. 

As will be seen from the tables, U.S. participation 
in the East-West trade was very small. On the basis 
of U.S. statistics, our 1952 imports from the ruble 
bloc, including Red China, amounted to about $67 
million; our exports were only $1 million. The cor- 
responding figure for 1947, when China and Czecho- 
slovakia were still among the free countries, were 
$225 million for imports and $693 million for ex- 
ports. In other words, the disappearance of China 
behind the Bamboo Curtain affected our trade—es- 
pecially the cotton and tobacco exporters. 

In 19538 our trade with the ruble bloc will show 
imports at $84 million (on the basis of ten-month 
figures) and the exports $2 million. Our imports 
consist chiefly of manganese, chromium, platinum, 
and furs from the Soviet Union, and of cashmere 
hair, hog bristles, and crude feathers from Red 
China. It is notable that the communist countries 
accumulated in 1952 and 1953 an export surplus of 
nearly $150 million in the trade with the U.S. 

Basically the so«alled East-West trade has con- 
sisted of trade (1) between East and West Europe 
and (2) between Red China and the countries ot 
Southeast Asia. Some of the trade has been he!pful 
to both sides. In the case of Western Europe, Sweden, 
Austria, Italy and France could, by buying Polish 
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coal, save precious dollars for other purchases. 
Britain has been a customer for Russian timber and 
pig iron. Western Germany bought agricultural 
products in the nearby areas of East Germany, etc. 
On the other hand, some of the products that West- 
ern Europe found hard to sell in the Free World 
markets, went behind the Iron Curtain, as, for 
instance, fish from Iceland, butter from Denmark, 
textiles from France, citrus fruit from Italy. 

The chief trader with Red China was Hongkong, 
which chiefly transshipped such goods as wool, fer- 
tilizers, paper, textile machinery, etc. Pakistan, the 
second largest trader, has been selling raw cotton, 
while Ceylon has been bartering rubber for rice. 
British trade with China amounted to about $25 
million. Japan managed to import about $15 million 
worth of goods, but exported only about one million 
worth of goods. No wonder that the Japanese ex- 
porters are anxious to see some relaxation of the 
trade with Red China. 


Communist Trade Offensive 


The trade between the free world and the Com- 
munist world hit the bottom early in 1953. Following 
Stalin’s death, when the new Malenkov regime de- 
clared itself in favor of increased production of 
consumer goods, the Russians have not missed the 
opportunity to get the West interested in trading 
with them. The free world’s trade with China ap- 
parently picked up materially following the suspen- 
sion of hostilities in Korea. 

How much trade with the Soviet bloc is likely to 
increase as a result of the Soviet trade offensive is 
difficult to say. It is claimed that in the last few 
months the Soviets alone have placed orders aggre- 
gating nearly one billion dollars, with the delivery of 
goods to be spread over the next two, three years. 
The Russians and their satellites have been working 
overtime concluding bilateral trade pacts. Under the 
trade pact with Egypt, the Russians are to take 
cotton, cottonseed oil and other products in ex- 
change for machinery from the satellites and petro- 
leum. The Indians expect to trade surplus tea for 
heavy machinery. More goods are moving between 
Russia and Iran, and in Canada the Trade Minister, 
C. D. Howe, indicated that his country would seek 
more non-strategic trade with Russia. 

In trade with China, Western Germany has been 
especially active, its trade with Hongkong and Red 
China showing a fourfold increase in 19538 over 1952. 
Switzerland and Great Britain doubled their sales. 
French trade with China has also grown, following 
a visit of French businessmen in Peiping last June. 
The race for the China trade seems to be on. 


Communists Lack Exportable Surpluses 


But can the Russians and the Chinese pay for all 
the goods, the purchases of which they are negotiat- 
Ing around the world? What is the earning power of 
the communist bloc? Here may be a big joker that 
may show the Soviet trade talks nothing but a propa- 
ganda bubble. 

It is a well-known fact that the ruble bloc hasn’t 
enough things to export—things that the West would 
like to buy, such as foodstuffs, fodder grains, raw 
materials, and coal. In a big push to industralize, 
the communist-dominated countries have barely 
enough raw materials and fuels for their own needs. 
The growth of urban areas on one hand, and on the 
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| Western Europe’s Trade with Eastern rorepe | 


(Excluding Finland and Yugoslavia) 
by Commodities 








(In Millions of Dollars) 














Imports Exports 
1951 1952 1953 1951 1952 1953 
| 12Mo. 12 Mo. 6 Mo. 12 Mo. 12Mo. 6 Mo. 
Foods & Beverages 319 368 112 73 75 46 
Crude Materials 147 131 55 134 102 44 

Minerals & Fuels. 224 173 60 Be ox 

Oils and Fats 7 4 1 19 13 4 
Chemicals 44 39 15 70 52 22 
Metal Products 100 69 30 112 141 75 
Machy. & Motor Veh. 33 30 13 225 187 59 
Mise. Manufact. 22 19 11 16 17 5 
All Others 1 1 1 4 7 3 
Total 897 833 299 653 595 258 





Source: O.E.E.C. Reports. 























other the shortage of farm labor and the deteriora- 
tion of agricultural production in general have 
created acute food shortages throughout the com- 
munist realm. China may have some soybean cake 
and soybean oil for export, and the Soviet Union 
some rye and oats, but that is about all. 


In fact it is quite possible that the lack of things 
to sell, the drop in the prices of those products which 
are still exported, along with the fact that the Soviet 
Union is no longer receiving any reparations from 
Finland, East Germany and Austria, has resulted 
in a balance of payments deficit which the Russians 
may be settling by the shipments of gold, platinum 
and silver—shipments that have aggregated about 
$250 million thus far. 


What is the Communist Game? 


Regardless of what the outcome of the Four 
Power Conference in Berlin, may be the problem of 
what to do about the East-West trade is bound to 
be one of the big issues in 1954. Since the views of the 
Western camp already differ widely as to what 
should be done, the issue of East-West trade may 
become quite controversial, (Please turn to page 638) 






































Trade of Principal Countries with the Ruble Bloc 
(Including Red China) 
(In Millions of Dollars) 

_ —Exports to— Imports From 
1947 1952 1947 1952 

United States 693 1 225 67 |i 
United Kingdom 202 156 101 243 
Finland 127 184 49 154 
Pakistan ‘ 7 120 8 
Sweden . ; 76 119 117 113 
Hongkong 68 91 97 147 
West. Germany ; 87 94 
Italy 36 58 51 86 
Switzerland 70 57 97 at 
Austria 15 64 27 74 
Belgium . 50 60 55 37 
Canada 71 2 6 9 
Argentina 24 13 16 5 
Denmark 69 34 57 39 
France .. 43 42 57 64 
India ... : 54 13 14 39 
Japan .. 10 1 Yi 18 
rere ooo. ee pelos 21 30 60 43 

REE 
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Year-End 


Corporate 
Statements 


PART II 
By WARD GATES 


—And First Quarter Trends 


i voluminous number of corporate reports 
issued since Part I of this analysis was published 
reinforces the impression given by earlier reports 
that the majority of manufacturing concerns in- 
creased earnings in 1953 as compared with the pre- 
vious year. A rough estimate would indicate that the 
average gain was about 12% and that about 70% 
of reporting corporations were on the plus side. 

In Part I, we made some tentative observations 
to the effect that sales comparisons were favorable 
to 1953, that profit margins, on the whole, held up 
well, and that fourth quarter trends resumed the 
upward trend of the second quarter which was 
temporarily halted in the third quarter according to 
a fairly large number of reporting corporations. 

Examining the situation more narrowly, we find 
that the best comparative record was made by the 
aircraft, steel, and tire groups, all of which scored 
substantial advances in earnings in 1953. The farm 
implement group was quite mixed, with results 
running from fairly good—considering the depressed 
condition of the industry—to very poor. Tobaccos 
slumped moderately in sales but were able to im- 
prove profit margins owing to higher prices after 
the ending of controls early last year. 

Paper concerns had a good year, with good-sized 
increases in sales; profit margins held well, and 












per share earnings were satisfac. 
torily above 1952. Companies in the 
building field fared variously, with 
few outstanding results. Earnings 
varied from 10% to 15% below 
1952 to 10% to 15% above. Chemi- 
cal concerns showed up well both 
as to sales trends and earnings. 
Most companies in this field were 
able to show moderate increases 
over 1952’s profits, despite high 
taxes. 

Continuation of high profits gen- 
erally in the manufacturing group, 
in the face of the slower pace of 
the economy, as a whole, during the 
fourth quarter may be attributed 
to maintenance of relatively active 
production schedules to fill past 
orders. Moving 
along into the first 
quarter of 1954, 
production schedules 
are being cut to 
meet the decline in 
incoming orders 
while the continuing 
decline in backlogs 
will probably affect 
total volume of op- 
erations into the 
second quarter. 

Lower sales in 
prospect may reduce 
profit margins but 
some offset is found 
in elimination of 
over-time pay and 
reduction in casual— 
and less experienced 
—labor force. End- 
ing of excess profits 
tax should afford 
cushioning effect to 
major companies which have been well up in this 
bracket. 

Generally, consumer soft goods industries are in 
stronger shape as regards inventory position, and 
sales in these essential and basic-living categories 
should be well-maintained, especially where mod- 
erate price concessions can attract large volume 
buying. Hard goods consumer industries are in a 
somewhat different position, as for example, in the 
automobile, household implement and TV sections. 
Signs of weakness in this group have appeared and 
the general outlook is for lower sales and production 
in the first quarter, with the trend probably con- 
tinued into the second quarter. Under these con- 
ditions, first quarter earnings for the corporations 
involved are likely to be under those of any quarter 
of 1953. However, they should still be above dividend 
requirements except for marginal concerns which 
may find competition in coming months too strong 
to be able to maintain profit on the scale of recent 
years. 

In the following, we present a brief analysis of 
earnings in 1953 and current trends for some of 
the larger concerns which have recently issued their 
final statements: 

U. S. Steel Corp. 1953’s earnings were the largest 
scored in the post-war period. Net income amounted 
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to $222.7 million, after $325 million for federal taxes. 
This was equivalent to $7.56 a share and compared 
with $4.54 a share the strike-torn year of 1952. 
The high point for earnings was reached in the 
September quarter when profits amounted to $2.12 
a share, declining to $1.90 a share in the final quar- 
ter. It is difficult to attribute this decline to any 
individual factor although the five-point drop in 
operating rates for the entire industry of from 93% 
capacity in the third quarter to 88% capacity in 
the fourth undoubtedly had an effect. Another factor 
was a contribution of $12 million to U. S. Steel 
Foundation. Federal income taxes for the quarter 
were reduced to $24 million, the bulk of the year’s 
tax requirements apparently having already been 
accounted for in the preceding three quarters. De- 
preciation and similar charges for the year were 
exceedingly heavy, amounting to $236 million against 
$176.9 million the previous year and $162 million 
in 1951. The increase in sales was astonishing, rising 
from $3.1 billion in 1952 to $3.8 billion in 1953 and 
contrasting with $3.5 billion in 1951. The year’s rise 
in federal income taxes to $325 million, against $117 
million in 1952 and $398 million in 1951, was paral- 
leled, though at a much lower level, by a rise in state, 
local and miscellaneous taxes of from $68.2 million 
to $89.2 million. Mr. Fairless, the President of the 





company, estimates an operating rate of about 80% 
for the first six months of this year. This would be 
equivalent to about 85% on the smaller capacity of 
a year ago. On the lower operating rate, in prospect 
it is likely that profits for the first quarter will 
decline, though probably hold above dividend require- 
ments. Higher freight cost absorption and some 
minor price weakness is an increasing factor. Ab- 
sence of EPT, however, will act to cushion any drop 
in profits to a considerable extent. 

Liggett & Myers Tobacco Co. Features of the 
L. & M. 1953 report were: a decline in sales of about 
214%, a rise in the net profit margin of from 3.5% 
to 3.9%, and a rise in earnings of from $5.11 a share 
to $5.50 a share. The decline in total sales was more 
or less uniform throughout the industry. However, 
profit margins increased owing to higher prices 
after the end of federal controls and thus offset the 
effects of lower volume. Better cost control is indi- 
cated by the company’s successive quarterly increases 
in profits per share. Total costs dropped from $549.7 
million in 1952 to $526.8 million in 1953, with part 
of the difference obviously accounted for by the 
smaller volume of business, necessitating smaller 
expenses. To satisfy the increasing demand for 
“filter” cigarettes, the company has added L. & M. 
Filters to its regular brands, at the same time adding 















































Comparative Sales, Earnings and Net Profit Margins of Leading Companies 
Net Sales Net Profit Margin 
1953 1952 1953 1952 Net Per Share Net Per Quarter 1953 

—————(Millions)——— —————_%—_—_——- 1953 1952 Ist 2nd 3rd 4th 
Air Reduction $ 131.4 $ 124.6 5.1% 58% $2.06 $225 $ 57 $ 53 $ 52 $ .44 
Allied Chemical & Dye 545.5 490.1 8.2 8.2 5.10 4.55 LAL 1.34 1.36 1.29 
American Can 660.5 621.6 4.6 4.4 2.56 2.25 52 49 1.14 41 
Atlantic Refining .. 602.8 6.7 5.41 4.37 1.21 1.24 1.14 1.83 
Avco Mfg. 414.7 326.5 8 3.3 34 1.20 31 .04 (d) .03 .02 
Bethlehem Steel . 2,082.0 1,691.7 6.4 53 13.30 8.80 3.06 2.81 3.38 4.05 
Case (J. I.) Co. 111.4 153.5 7 4.5 06 2.83 (d) .35 a5 Bre (d) .06 
Caterpillar Tractor 433.8 477.5 4.6 4.6 4.84 5.52 1.49 1.42 1.29 76 
Container Corp. 187.5 178.4 5.4 S52 4.93 5.01 1.18 1.21 1.30 1.24 
Dayton Rubber 57.9 54.0 27 2.7 2.57 2.47 74 .68 69 47 
Deere & Co. : 378.5 383.1 6.5 9.1 3.37 4.93 56 1.33 85 .63 
Devoe & Raynolds “A” 48.9 45.8 3.4 3.6 3.06 2.49 32 1.03 1.08 .62 
Divco Corp. 97 8.7 Sa 4.4 1.13 .86 I .23 25 50 
Endicott Johnson 140.0 142.9 1.4 1.8 2.23 2.82 1.65! 581 
Freeport Sulphur 38.2 19.1 3.56 3.05 79 92 80 1.04 
Gair (Rob’t) Co. 118.2 107.5 5.4 5.6 2.95 2.79 aa 73 64 .83 
Grumman Aircraft 241.0 220.6 2.9 2.4 3.56 2.67 1.84! 1.721 
Hercules Powder 196.9 187.4 5.9 6.0 4.20 4.03 1.16 1.28 1.04 72 
Inland Steel 575.5 460.4 5.8 5.1 6.90 4.85 1.39 1.81 1.71 1.99 
Johns-Manville 252.6 244.7 YP 9.2 6.20 7.14 1.56 2.02 1.42 1.20 
Jones & Laughlin Steel 624.3 495.4 4.9 3.9 4.77 2.91 85 1.67 1.36 89 
Koppers Company . 270.5 323.0 3.3 2.6 4.51 4.29 1.05 1.24 1.05 1.17 
Libbey-Owens-Ford Glass 212.4 166.4 11.2 8.9 3.72 2.88 76 91 .96 1.10 
Liggett & Myers Tobacco 586.5 603.0 3.9 3.5 5.50 5.11 1.13 1.37 1.49 1.51 
Mullins Mfg. 70.5 53.7 4.7 6.7 2.44 2.63 75 .50 .62 57 
National Biscuit 359.0 346.5 5.0 LA 2.61 2.56 55 65 65 75 
National Steel 548.6 6.8 6.68 5.10 1.51 1.77 1.77 1.63 
Norwich Pharmacal 18.8 18.0 ye 4 7.6 1.61 1.52 29 31 51 .50 
Ohio Gil 223.2 17.6 6.63 6.00 1.59 1.52 1.92 1.60 
Oliver Corp. 136.6 134.4 2.0 4.4 1.18 2.71 {d) .16 44 35 55 
Owens-Corning Fiberglas 131.7 113.4 4.0 4.4 1.70 1.61 .50 41 45 34 
Rohm & Haas 120.6 105.7 5.4 aan 6.73 5.51 1.77 1.86 1.54 1.56 
St. Regis Paper 200.3 182.7 8.0 6.9 2.91 2.32 70 61 54 1.09 
Shamrock Oil & Gas 34.1 31.9 16.6 15.3 3.83 3.31 1.01 91 89 1.03 
Sunbeam Corp. 79.8 66.3 8.3 9.1 3.70 3.36 98 74 92 1.05 
Union Carbide & Carbon 1,025.8 955.9 10.0 10.2 3.55 3.41 89 .93 91 .82 
U. S. Steel 3,861.1 3,137.3 57 4.5 7.56 4.54 1.65 1.89 2.12 1.90 
Universal Pictures 70.4 64.1 a7 3.6 2.35 2.15 43 84 90 .23 
Wheeling Steel 217.3 178.2 57 6.1 7.49 6.43 1.77 2.56 1.75 1.41 
Youngstown Sheet & Tube 554.0 439.6 5.5 5.2 9.21 6.84 2.08 2.38 2.41 2.34 

(d)—Deficit. 1—6 months. 
samen wee 
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cork tips to its successful Fatimas. Chesterfields, of 
course, remains the money product. Some concern 
has been expressed over the effects of the recent 
“lung-cancer” publicity but this already seems to 
be less threatening a factor with public interest 
subsiding. Based on the higher prices which have 
been equivalent to 0.8 cents a pack additional rev- 
enue for the manufacturers, as well as the lower 
operating expenses, it would seem that the company 
should continue to maintain earnings at somewhere 
near recent levels though perhaps not at the last 
quarterly peak. 

Johns-Manville Corp. A moderately downward 
tendency in earnings, on a quarterly basis, was es- 
tablished for this company in 1953. Except for the 
second quarter, earnings have receded and, in the 
final period, were lower than in the first quarter 
of the year. This was against a background of 
higher sales which were $252.6 million against 
$244.7 million the previous year. The change in 
earnings is revealed in the rather marked drop in 
net operating margin, which averaged 7.7% in 1953 
against 9.2% in 1952. Although certain price in- 
creases were put into effect, operating margins were 
affected by lower demands for some grades of asbes- 
tos, higher depreciation charges due to the new 
Munro mine in Canada, and an increase in wages 
and salaries. Profits before taxes were $40.3 million, 
compared with $45.6 million in 1953 and $54.2 mil- 
lion in 1951. Income and other taxes took approxi- 
mately 51% of profits in 1953, slightly more than 
in 1952. The boom in asbestos products which has 
been in process for a number of years is now giving 
place to more normal conditions. Supply and demand 
unlike the situation several years ago, are in bal- 
ance with indications that nearby demand will not 
absorb full productive facilities. On the other hand, 
the company is well prepared both financially and 
with respect to new and modernized facilities to meet 

| 





conditions as they develop. In any case, dividends 
should be covered without any difficulty. 

Allied Chemical & Dye Corp. This company has 
just completed a very successful year, earnings, in 
fact, reaching the highest point in its history. Sales 
increased $55 million to $586.5 million last year. At 
the same time, through highly efficient operation, 
the net profit margin was fully maintained on these 
sales, resulting in an increase in net income, after 
taxes, to $45.1 million, compared with $40.1 million 
the preceding year. Consequently, 1953 earnings 
were equivalent to $5.10 a share, compared with 
$4.55 a share in 1952. Earnings on a quarterly basis 
were well-maintained throughout the year. Sales in 
1954 should be aided through new facilities which 


will be placed in operation, and profit margins sus- | 


tained through new products which are in increasing 
demand. On the whole, the various divisions of the 
company are operating satisfactorily with only a 
few products affected by price cuts. New capacity 
for such products as polyethelene for plastics, phenol, 
sulphuric acid and synthetic benzol have been com- 
pleted, in large part, and will enhance prospects for 
sales. About $100 million will be spent on capital 
improvements this year as against an estimated 
$150 million in 1953. Cash flow is aided by heavy 
depreciation charges, amortization of facilities cov- 
ered by certificates of necessity alone increasing 
from $2.4 million in 1952 to $7.8 million in 1953. 
National Steel Corp. Earnings were the second 
best in the company’s history being exceeded only 
by 1950. Net income was $49.1 million, after absorb- 
ing a special loss of $1.1 million from the sale of 
the Weirton mine in West Virginia. On a per share 
basis, National Steel’s net was $6.68 compared with 
$5.10 the year previous. This percentage increase 
for the year was about in line with most other major 
steel producers. Quarterly earnings were steady but 
were marked by a slight shading in the final period. 
This was due in part to the smaller demand 
for steel and to strike in the can-making 
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industry which affected the mill shipments. 
As an important producer of flat rolled prod- 
ucts for the automobile industry, the com- 
pany’s sales in the period immediately ahead 
60 will probably be affected by the lower volume 
of automobile manufacturing which is in 
prospect for this period. For that reason, 
earnings for the first quarter may react from 
the peak of last year but should be well 
cushioned by the end of requirements for 
meeting excess profits taxes. Much of the 
40 company’s expansion program has been com- 
pleted, in particular the new mill of its Great 
Lakes Steel Corp. which cost $35 million. 
Though some uncertainty exists on nearby 
conditions in the automobile manufacturing 
industry, tinplate operations should continue 
active. This should tend to stabilize oper- 
20 ations, as tinplate is an important division 
of the company’s business. 

National Biscuit Co. A moderate increase 
in dollar volume of sales followed the price 
increase put into effect last May. Sales 
amounted to $359 million against $346.5 mil- 
lion the previous year. Profit margins at 5% 
were held to approximately the same as 1952 
with higher wage and materials costs offset- 
ting the advance in prices; but this, in turn, 
is being balanced by lower wheat costs, an 
important factor (Please turn to page 638) 
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Where Do 1953’s Market 
Leaders Stand Today? 


By J. S. WILLIAMS 


Y N the last issue in the article “What to Do 
About 1953 Dividend Casualties” we listed 84 com- 
panies which either reduced or passed their dividends 
in 1958. We described the factors which led to such 
unfavorable action and rated the respective issues, 
according to whether they should be retained or not. 

In this article, we deal with a group of stocks which 
offer a strong contrast. They have stood out in last 
year’s market from the standpoint of market per- 
formance, many of these issues gaining from 25% 
to 50% in market value from the end of 1952. Since 
the market last year was highly selective and gen- 
erally not too favorable, the unusual strength of 
these stocks, in many cases continued in the first few 
weeks of 1954, commands especial attention. 

Out of more than 100 stocks which last year 
scored appreciable gains in the stock market, we 
have selected 30 for special comment. These stocks 
have been selected on the basis of unusual market 
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performance and inves- 
tor interest. Our interpre- 
tation of the outlook for 
these issues is based on 
recent earnings trends 
and any special develop- 
ments which may have 
had a determining influ- 
ence on market behavior. 
These are mentioned 
briefly in the following 
text. Pertinent data is in- 
cluded in the table to- 
gether with specific rec- 
ommendations according 
to (a) the degree to 
which the advance in the 
individual issues appar- 
ently has discounted fav- 
orable prospects for the 
near-term though long- 
term outlook is still good 
and (b) where remain- 
ing appreciation pros- 
pects for long-term 
growth are substantial 
making it worthwhile 
holding through a pos- 
sible reaction. 


ALUMINUM CO OF 
AMERICA — Evidence 
of growing demand for 
aluminum and promise 
of widening profit mar- 
gins on increased sales 
contributed to the 
popularity of this stock. 
Aluminum undoubtedly 
has greatly strengthened 
its competitive position in 
relation to other metals 
as it has demonstrated 
its essentiality in the ever 
broadening defense pro- 
gram. Light metals are 
required in aircraft, jet 
and missile components 
as well as in motor cars 
to an increasing extent. Promise of continued long 
term growth should sustain prospects in the coming 
year. 


AMERICAN HOME PRODUCTS — Reflecting 
benefits of expansion in previous years and increased 
efficiency of promotional efforts, this company took 
advantage of favorable economic conditions to im- 
prove its earnings position and to adopt a more gen- 
erous dividend. Anticipation of a larger payout of 
profits probably contributed to demand for the stock. 
Financial position was improved by disposition of a 
relatively unimportant food product. Indications 
point to a slower rate of progress in the coming year. 


AMERICAN NATURAL GAS—A combination of 
favorable circumstances enabled this company to 
register a better-than-average inerease in earnings 
last year. Supplies of natural gas proved adequate 
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to meet increased consumer demand, while upward 
revision in rates enabled the company to improve its 
profit margin. Revenues rose about 15 per cent in 
1953. With the benefit of a decline in the operating 
ratio to below 83 per cent, net income improved at a 
highly satisfactory rate. This trend was reflected in 
the management’s decision to boost the quarterly 
dividend to 50 cents: from 45 cents, and anticipation 
of the larger payout ‘undoubtedly help broaden popu- 
larity of the shares.. 


BABCOCK & WILCOX—Expectation that relief 
from excess profits taxes and elimination of overtime 
wages would counteract declining volume of ship- 
ments probably accounted for a better appraisal of 
this company’s outlook last year. As a larger supplier 
of equipment for power and light utilities, continued 
growth may be expected. Order backlogs may decline 
as utility managements move more slowly on expan- 
sion projects. Babcock has been noted for conserva- 
tism on dividends, but some improvement in distri- 
butions would appear a reasonable hope. 


BOEING AIRPLANE ~— Popularity of aircraft 
stocks generally, and Boeing especially, can be traced 
to a strong conviction that national defense must 
be based largely on the Air Force. Boeing’s strategic 
importance in the jet bomber and transport-tanker 
programs points to a high rate of operations for a 
long time to come. Sales expanded sharply as new 
and enlarged facilities began to function efficiently. 
Still higher volume fs antictpated this year. Elimi- 
nation of EPT shoul}i permit a further rise in earn- 
ings, and more geherous dividends would seem 
possible. 


BULLARD COMPANY-—Anticipation of larger 
dividends undoubtedgy contributed to the advance 
in this stock in 1954. The more liberal distribution 
was made possible Hy increased earnings. In com- 
mon with most machgne tool manufacturers, produc- 
tion has been booste# by the military program. Al- 
though incoming orders are declining, Bullard has a 
relatively high ‘os and should fare well again 
this year. What 195% has in store is problematical, 
but legislation authqrizing fast writeoffs on plant 
expansion and new Pquipment purchases would be 
favorable for the inglustry of which Bullard is an 
important factor. j 


CARRIER CoRP}-Enthusiasm over the growth 
potentialities of air-chnditioning gave impetus to the 
rise in this stock. Extensive preparations of previous 
years began to bear pruit for this company in 1953, 
as weather conditions favored sales of room condi- 
tioners and spurredfinstallations of equipment in 
industrial plants. Rapid expansion has brought in 
many new manufactyrers and keener competition is 
to be expected. A treyd toward narrower profit mar- 
gins would seem logival. The sharp rise may invite 
profit-taking in this group. 


CINCINNATI MILLING MACHINE-—As a lead- 
ing manufacturer of milling machines and other 
machine tools, this company ranked high in the arma- 
ment boom. Popularity of the stock gained momen- 
tum last year in anticipation of favorable earnings 
and more generous dividends. Despite a gradual de- 
cline in unfilled orders, the backlog is regarded as 
adequate to assure satisfactory operations in 1954. 
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With the benefit of EPT relief, it is estimated that 
earnings this year should compare favorably with 
last year’s excellent results. Continuance of liberal 
dividends seems a reasonable expectation. 


COLUMBIA BROADCASTING SYSTEM — Con- 
tinuation of the favorable trend in time sales on 
telecasting facilities contributed to the investing 
public’s confident attitude toward Columbia Broad- 
casting. A realization that resumption of construc- 
tion of TV stations and extension of telecasting 
would mean enlargement of revenues encouraged the 
belief that earnings would improve. This trend ap- 
pears likely to continue this year. Meantime, the 
record business has shown indications of a sustained 
recovery. Growing investment interest is evident. 


COLUMBIA PICTURES-—The importance of se- 
lecting motion pictures with wide popular appeal is 
demonstrated in the performance of this company’s 
shares. Earnings in the fiscal year to end next June 
have been lifted sharply by the fine reception accord- 
ed “From Here to Eternity” and “Miss Sadie Thomp- 
son”’—two films that “hit the jackpot.” Anticipation 
of the favorable reaction on earnings and dividends 
directed attention to the stock. Full benefits of the 
program probably have not been fully discounted. 


CORNING GLASS—As a major producer of tele- 
vision picture tube blanks, used by virtually every 
important manufacturer in the industry, this com- 
pany solidified its position in a growing industry. 
Its stock, with a reputation for stability and for 
conservative management, had appeal for growth 
among institutional investers who felt disinclined 
to assume the risks involved in shares of principal) 
set manufacturers. Further progress is anticipated 
with the elimination of EPT. Narrower profit mar- 
gins seem possible this year. 


DOUGLAS AIRCRAFT — (Please see special ar- 
ticle, page 620) 


duPONT—One of the most popular portfolio blue 
chips, this stock has disappointed pessimists in re- 
fusing to decline in reflecting indications of keener 
competition and narrowing profit margins in chemi- 
cals. The answer may be found in the fact that few 
owners of duPont ever wish to sell. Hence, it is not 
easy to depress the shares by short-selling. Subse- 
quent covering in recent months contributed an 
added demand for the stock. Promise of a good year 
for General Motors, of which duPont is the largest 
holder, is a sustaining factor. 


EASTMAN KODAK~—Popularity of seasoned divi- 
dend-payers may have accounted largely for East- 
man’s forward progress last year. High national in- 
come, tending to encourage wider activity in amateur 
photography, undoubtedly aided sales volume. Rapid 
population growth also serves as a spur to picture- 
taking. Competition appears to be developing, how- 
ever, and margins in amateur photography supplies 
may be growing narrower. 


FIRST NATIONAL STORES—With take-home 
pay rising, chain food stores are experiencing in- 
creased sales. First National has shared in the pro- 
gress with enlargement of its supermarket chain. 
Earnings have pushed forward in reflecting the up- 
trend in business. In anticipation of more liberal 
dividends, buyers have shown growing preference 
OF WALL STREET 


THE MAGAZINE 





ee ee ee ae a eee 











d that 
- with 
liberal 


- Con- 
les on 
esting 
3road- 
struc- 
asting 
ed the 
id ap- 
e, the 
tained 
rident. 


of se- 
peal is 
pany’s 
t June 
ccord- 
homp- 
pation 
idends 
of the 
ted. 


f tele- 
every 
; com- 
lustry. 
id for 
rowth 
clined 
ncipal 
ipated 
[ mar- 


al ar- 


o blue 
in re- 
keener 
chemi- 
at few 
is not 
Subse- 
ed an 
d year 
argest 


d divi- 
East- 
nal in- 
nateur 
Rapid 
icture- 
, how- 
ipplies 


2-home 
ng in- 
1e pro- 
chain. 
he up- 
liberal 
erence 


TREET 














& 


for this seasoned representative of a stable industry. 


FOOD FAIR STORES-—Somewhat similar influ- 
ences have accounted for the better-than-average 
showing of this stock. Aggressive management, re- 
flected in continued growth in units and in volume, 
has appealed to investors. The policy of consistent 
distributions in stock to supplement cash dividends 
also has proved popular. The company’s growth rec- 
ord probably has been an important recommenda- 
tion to the investing public. 


GENERAL ELECTRIC—Two principal factors 
contributing to popularity of this market leader have 
been the company’s vital link to the Government’s 
Atomic Energy program and a keen appreciation of 
the importance of growth in power and light utilities. 
With consumption of electricity pushing ahead so 
rapidly, it is apparent that manufacturers of heavy 
apparatus will be called upon to install generating 
capacity in ever increasing quantities. Hope of im- 
proved earnings after elimination of EPT and inti- 
mations of a stock split surely must have contributed 
importantly to unusual demand for this stock in 
1953. 


GENERAL FOODS—Apprehension over an im- 
pending recession in business, reflected in emphasis 





on defensive investments, contributed to portfolio 
accumulation of this stock. As a matter of fact, de- 
flationary trends in commodities were expected to 
permit lower costs for food processors and to con- 
tribute to wider profit margins. Here again, talk of 
plans for a stock split and hopes of more liberal divi- 
dends served as additional factors tending to bolster 
demand. 


GENERAL TELEPHONE ~— Reflecting higher 
rates approved in certain areas and a generally satis- 
factory level of business activity, revenues rose well 
ahead of expectations and encouraged investment 
interest in shares on basis of a favorable return. 
Promise of long term growth in the trend toward ex- 
pansion of small communities in which the company 
operates is a factor appealing to investors dependent 
on income. Recent stock split paves way for future 
gains. 


GILLETTE-Steady rise in earnings, stimulated 
by aggressive advertising, contributed to advance in 
shares in anticipation of larger dividends which 
materialized toward year-end. Encouraging promo- 
tional results achieved in Toni division added to 
rapid rate of progress. Prospective benefit from low- 
er taxes this year is expected to sustain forward 
progress and completion (Please turn to page 638) 
































2—Year ended June 30, 1953. 
3—Year ended April 30, 1953. 
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Stocks with Largest Market Gains in 1953 
1953— 
Points Up % Gain Points Up % Gain 
From From From From Recent Earnings Per Share 
Year-end Close of Close of Low of Low of Price Estimated Indicated Div. 

Price 1952 1952 1953 1953 (1954) 1952 1953 Div. Yield Rating 
Aluminum Co. of America 5952 1134 24.5% 17% 40.4% 64 $ 4.19 $ 4.90 $ 1.60 2.5% (B) 
American Home Products 48 1034 28.8 11% 32.7 4512 3.03 3.60 2.30 5.0 (B) 
American Natural Gas 4034 558 16.0 912 30.4 412 2.34 3.55 2.00 4.8 (B) 
Babcock & Wilcox 4352 512 19.9 7% 21.9 4512 5.86 7.00 2.00 4.2 (A) 
Boeing Airplane 48 734 19.2 11% 31.5 54 8.67 10.75 3.50 6.7 (B) 
Bullard Co. 26% 812 62.3 87% 50.5 31 4.04 7.20 4.00 13.7 (A) 
Carrier Corp. 4612 11528 33.3 12 34.7 51 4.89 4.194 2.00 4.0 (A) 
Cincinnati Milling Machine 5012 15 42.2 15% 42.9 58 11.14 12.50 4.00 72 (A) 
Columbia Broad. System “A” 48 9 23.0 1434 44.4 44 2.75 3.75 1.85 4.1 (B) 
Columbia Pictures 2034 84 72.9 9% 78.4 20 .80 .99- 251 1.1 (B) 
Corning Glass 8812 10% 13.0 1812 26.4 91 3.77 4.90 2.00 2.1 (A) 
Douglas Aircraft 8252 20% 32.2 225% 37.7 95 8.99 15.00 6.50 6.8 (A) 
Du Pont 10738 1034 11.1 163% 18.0 109 4.70 4.95 3.80 3.4 (B) 
Eastman Kodak 47 238 10.5 62 15.6 50 2.74 2.90 1.80 3.6 (A) 
First National Stores 5212 8 17.9 11% 28.0 51 4.12 4.50 2.00 3.9 (B) 
Food Fair Stores 31% 6% 34.2 852 38.1 33 1.62 1.86° .80 2.4 (B) 
General Electric 8712 1434 20.2 21% 32.1 93 5.26 5.40 4.00 43 (B) 
General Foods 59% 62 12.1 9 17.7 57 4.31 3.90 2.65 
General Telephone 442 95 27.5 934 28.1 49 3.15 3.95 2.20 
Gillette 47\%4 15% 47.0 15 46.5 47 3.33 4.20 2.75 
Lilly Tulip Cup 76% 312 4.8 1734 30.3 86 5.96 6.75 2.50 
Minnesota Mining & Mfg. Siac ae 10% 21.1 16 38.1 56 1.96 2.20 1.00 
National Lead desertion, Sa 6% 20.7 9 30.4 40 2.06 2.45 1.75 
Rohm & Haas 149% 19% 19.4 34% 30.3 165 5.73 6.73° 1.60 
Scott Paper Siacehde seas e a 12 20.6 16 29.5 77 3.44 3.65 3.00 
Spencer Chemical 5834 934 19.8 1434 33.3 59 3.61 4.01° 2.40 
Sutherland Paper 31% 558 21.7 612 26.0 3312 2.74 3.255 1.50 
United Aircraft 465% 852 22.6 14% 46.3 50 5.18 6.70 2.75 
NRE NE 52s scans sss eccackcascomeenns 58% 20% 70.6 2134 59.5 65 3.67 4.85 2.00 
Wrigley (Wm.) Jr., & Cow... = 79 7M% 10.1 7% 10.8 82 4.41 4.90 4.00 

1_Plus stock. 4—_Year ended Oct. 31, 1953. 


(A)—Limitation of near-term market prospects indicated after recent substantial advance. For investors 
interested mainly in current market position of stock, partial acceptance of profits would seem 


(B)—Above-average long-term prospects suggests desirability of continued holding despite possi- 
bility of intermittant market reactions. This would be of interest mainly to long-term investors. 


°—Year ended Dec. 31, 1953. 















. . . New Peaks for... 


DOUGLAS AIRCRAFT? 


By JOHN D. 





The Navy’s advanced Douglas Aircraft F4D jet interceptor 
last October set an official airplane speed record of 753.4 miles 
an hour. Considered the first of the modern “delta” type jets, 
the Skyray, designed without a tail, receives its name from 
its resemblance to the ocean dwelling manta-ray. 


t 


J he prolonged rise in Douglas Aircraft stock in 
1953, after a period of relative quiet in 1952, has 
been one of the more spectacular market develop- 
ments. The answer was given, in part, in the pre- 
liminary earnings report which indicated a net for 
the 1,200,000 shares of common stock of $15.50 a 
share or approximately $18.6 million, the largest 
in the company’s history. An even more important 
factor in the response of investors to the brilliant 
earnings picture was appreciation of the likelihood 
that these earnings probably would be exceeded in 
the current year. 

Douglas entered 1954 with a backlog of about 
$2.2 billion compared with $2 billion the previous 
year. If the proportion of military contracts remains 
substantially unchanged from the past several years, 
this would mean approximately $1.975 billion in the 
defense backlog and about $225 million for com- 
mercial aircraft. 

Investors interested in the aircraft industry, fully 
understanding the implications of any possible sud- 
den shift in government policy on military aircraft 
procurement, both as to total volume of orders and 
as to flow of orders affecting individual companies, 
have closely followed the President’s recent budget 
recommendations. This definitely indicates that, if 
Congress approves, aircraft procurement expendi- 
tures for fiscal 1955 will be in the neighborhood of 
$8.3 billion, only about $100 million less than in the 
preceding fiscal year. In proportion to the immense 
bulk of scheduled orders, this minor decline is of 
small significance. Accordingly, there is a firm foun- 
dation for the belief that the industry will be fully 
active for at least the next year and a half. Since the 
grim world situation has not fundamentally altered 
for the better, it is quite possible that heavy produc- 
tion of military aircraft will continue into 1956- 
1957. The objective of the Defense Department is 
to increase the present scheduled 33,000 planes, of 
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which one third are jets, to 40,000 planes, of which 
one half will be jets. Supporting the earnings base 
of Douglas, in particular, is the fact that the guided 
missile program in which the company is very active, 
will be stepped up, and thus aid in maintaining 
capacity operations for the next two years. 

In the airplane manufacturing industry, all the 
important companies for years developed new de- 
signs for specialized military and commercial use 
and it would be difficult to say that any individual 
company could hold an advantage for long in a par- 
ticular category. In this respect, competition among 
the largest concerns resembles that of a never-end- 
ing race, in which one company assumes leadership 
in a particular type of aircraft and another in an- 
other type, only to be displaced in time by other 
companies with differently-designed planes that meet 
new needs. It was a normal occurrnce in the indus- 
try, therefore, for Douglas to have assumed a domi- 
nant role in production of such types as the huge 
C-124 four-engine transport, the F4D Skyray delta 
(triangular) wing jet fighter, and the twin-jet 
bomber for the Air Force and Navy. 


Strong in Commercial Aircraft 


It is in the commercial field that Douglas has a 
somewhat unique position and this is what gives it 
its potentiality for obtaining an important part of 
future civilian business. In this field, Douglas’ big 
play is the new DC-7 which, together with the Lock- 
heed Super-Constellation is occupying a dominant 
role in long-distance transport. This large plane is 
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in increasing demand by some of the more important 
airlines. At the same time, Douglas continues to 
develop its conventional plane types in which it has 
long had an imposing position in air transport. 

Douglas has been cautious about entering the field 
of jet transport for commercial use although its de- 
signs are ready for production. Apparently the com- 
pany wishes to learn more about British experience 
in this field before committing itself, and feels that 
it still has at least several years leeway. 


Assuming the preliminary report of $18.6 million 
net earnings for the fiscal year ended November 30, 
1953 to correspond precisely with the official report, 
it would appear that excess profits taxes played an 
even more important role than in the preceding year. 
EPT is estimated at from $8-$8.50 a share, com- 
pared with approximately $4.50 a share in 1952. 
Since there is little indication of a possible reduction 
below capacity operations for the full year 1954, it 
would appear that with the ending of EPT earnings 
for the coming fiscal year will be not far from $20 a 
share. Some revision, however, may have to be al- 
lowed for owing to the possibility of renegotiation, 
which may take the form of “re-pricing” rather than 
the old war-time method. However, any impact from 
this direction should be moderate and probably will 
not influence earnings excessively. 


Can Peak Earnings Be Maintained? 


With full-time operations, the company has entered 
a period of maximum earnings possible under present 
and prospective conditions. With $15.50 a share 
earned for fiscal 1953 and possibly close to $20 a 
share for fiscal 1954, it is quite obvious, in a com- 
parison with post-war earnings, that the company 
is in an abnormally high earnings area which can 
be prolonged only as long as military contracts, on 
which it is dependent to a large degree, remain on the 
present scale. As we have seen, the expectations are 
—barring a war or similar crisis—for two years 
capacity operations. Although no one can say for 
sure, especially in view of still unsettled international 
conditions, it is logical to antici- 
pate a leveling off after 1956. In 
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the company went into full production and near- 
term deliveries stepped-up. In view of the com- 
pany’s nearly $2 billion backlog of military orders 
and the presumed intention of the government to 
allow nothing to interfere with the fulfillment of its 
aircraft program, it is likely that 1954 sales will 
remain on a par with the past year and may even 
exceed it. In this connection, broad construction pro- 
grams at its three major plants, Segundo, Long 
Beach and Santa Monica have produced sufficient 
space, always a pressing problem for the company 
in a period of expansion, to provide for capacity op- 
erations, so that full maintenance of sales and de- 
liveries is provided on the basis of plant effective- 
ness. 


Affording a basis for optimism regarding stability 
of operations, the company has fully established 
sound working arrangements with its labor force, 
the latest development being a 5-cent an hour raise 
plus a one-cent an hour living increase bonus. It is 
considered that for the time being at least, labor 
problems will not vex this company. 


The company’s dividend policies are of unusual 
interest. In common with other companies in a field 
where earnings normally fluctuate more rapidly than 
in others, dividends generally vary considerably from 
year to year. On an adjusted basis (the company 
split its shares two-for-one in 1951) dividends were 
as follows since 1949: $3.1214 cents a share in 1950; 
$3.50 a share in 1951, $3.75 a share in 1952 and $6.75 
a share in 1953. The company has already declared 
for its first 1954 payment the regular $1 quarterly 
dividend plus an extra of $1.50 a share. 


Dividend Outlook 


It is noticed that the percentage of dividend payout 
has decreased as earnings mounted. Thus, the com- 
pany paid out 52% of earnings in calendar 1950; 
60% in 1951, but dropped the rate to 41% in 1952 
and 43% in 1953. 


Assuming earnings of (Please turn to page 638) 











the period 1949 to 1952, before -}——- 
the full impact of government 
business was felt, earnings were 
on the comparatively moderate 
scale of from $4.60 a share—in 
1949—to $8.99 a share—in 1952. 
At the expiration of the period of 
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planes, it is conceivable that 
Douglas’ earnings could revert to 
something like the post-war pat- 
tern, resembling the period 1946- 
49. This is frankly in the realm 
of conjecture but the comparison 
is made in order that the enor- 
mous earnings of this company— 
and others in the field—be kept in 
proper perspective. 

Sales for fiscal 1953 were $864 
million compared with $522 mil- 
lion the previous year. This ex- 
tremely large jump in volume, 
Which includes accruals and 
amounts reimbursed on cost-plus 
contracts, was made possible as 
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Which Rails Are 


in Best... Poorest 


Position? 
By EDWARD S. WILSON 


a our review of the railroad industry 
in the November 14, 1953 issue, traffic and earn- 
ings have continued their downtrend. Carloadings 
declined only 6.3% below 1952 levels in September 
and 3.2% in October, but this year-to-year decline 
widened to 10.9% in November, 9.7% in Decem- 
ber, and 11.4% in the five weeks ended January 
30 of this year. In recent weeks, the slide has been 
most severe in the largest and most important 
commodity classification, manufactured and mis- 
cellaneous goods, which carries the highest rate 
and is generally considered the most profitable te 
haul. Reflecting this lower level of traffic and the 
usual time lag in gaining control of operating ex- 
penses, net income of Class 1 carriers in the last 
four months of 1953 showed the following drop from 
the previous year: (000s) 


Period 1952 1953 % Change 
September $ 99,054 $ 80,493 -—18.7% 
October 97,319 87,679 — 9.9 
November 87,431 58,960 —32.6 
December 105,599 101,286* — 4.1 
Last 4 months $389,403 $328,418* —15.7% 


*Estimated 


On the other hand, the outcome of the wage nego- 
tiations with the operating and non-operating 
brotherhoods, which have clouded the outlook for 
railroad securities since last fall, promises to be 
more favorable than originally anticipated. The 
Brotherhood of Railway Trainmen (December 17), 
the Brotherhood of Firemen and Enginemen (Jan- 
uary 9), and the Order of Railway Conductors 
(February 5) have settled for a 5¢ an hour increase 
plus freezing of the 13¢ an hour cost-of-living in- 
crease into the basic wage rate and a three weeks’ 
paid vacation for employees with over fifteen years’ 
service. This package, including fringe benefits, is 
expected to cost roughly 6.7¢ an hour, or $200 million 
before taxes for Class 1 railroads. Contracts have 
not yet been signed with the engineers, switchmen 
and the non-operating employees, but, the recent 
settlements have probably set the pattern. 

Currently, informed opinion leans to the view that 
net income of Class 1 railroads this year will drop 
to about $700 million from the $900 million estimated 
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for 1953. However, this estimate will compare fa- 
vorably with the $693 million reported in 1951 and 
$438 million in the recession year of 1949. It is note- 
worthy that 19538, 1952 (825 million) and 1950 ($784 
million) were the only postwar years in which this 
year’s forecast were surpassed. 

Total dividend payment last year amounted to ap- 
proximately $360 million, or 40% of net income, 
and on balance dividends should be well sustained in 
1954. In fact, a few increases, i.e., Illinois Central, 
appear in prospect and the Southern Railway has al- 
ready declared a $1 extra in addition to the $2.50 
annual rate established as recently as January, 1953. 
($2 previously). 

It is obvious that the expected decline in 1954 
earnings will vary greaty from region to region and 
from road to road. The superior performance both 
market and earningswise of the western and 
southern roads vs. the eastern and Pocahontas ecar- 
riers has become increasingly evident since the slide 
in traffic started last September. Earnings of Class 1 
railroads by regions in November, the latest month 
for which figures are available, conclusively show 
this relative trend in earnings as indicated in the 
accompanying table. 

Moreover, the current outlook is for the southern 
and western roads to continue their comparative 
edge in operating performance this year. A signifi- 
cant contrast was recently provided by 1954 traffic 
forecasts of two important railroad mnagements— 
that of the Illinois Central, a typical western road, 
predicted a 5% drop this year while that of New 
York Central, a representative eastern road, a drop 
of 10%. Taking into account these regional char- 


THE MAGAZINE OF WALL STREET 














{| 























| 


| 
a 


—— 


















. fa- 
and 
1ote- 
5784 
this 


) ap- 
ome, 
d in 
tral, 
s al- 
2.50 
953. 


1954 
and 
both 
and 
car- 
slide 
iss 1 
onth 
how 

the 


hern 
itive 
nifi- 
affic 
nts— 
‘oad, 
New 
jrop 
har- 


LEET 





acteristics, as well as basic operating and financial 
position, dividend policy, and recent market action, 
we have attempted the difficult task of dividing 30 
of the most actively traded railroad common stocks 
into the classifications of above average, average 
and poor from the standpoint of their 1954 outlook. 
(Please see large table.) 

Our ten good roads are all from the South and 
West. In the average classification, we have one 
southern road, (Gulf, Mobile & Ohio), two western 
roads (St. Louis-San Francisco and Southern Paci- 
fic), two north western roads (Great Northern and 
Northern Pacific), four eastern roads (Baltimore 
& Ohio, Erie, New York, Chicago & St. Louis, and 
Reading) and one Pocahontas road (Chesapeake & 
Ohio). The poor group comprises six eastern car- 
riers, two north western (St. Paul and Chicago & 
North Western) and two Pocahontas (Norfolk & 
Western and Virginian). 


Above-average Issues 


The good group is generally characterized by a 
pronounced long term growth trend in traffic, gen- 
erally low transportation expenses (an average 
transportation ratio of 32.4% in 1953) due to long 
average hauls and relatively little passenger traffic 
and terminal expenses, and a good carry-through of 
gross revenues to net operating income. This group 





on the average is selling at only 5.4 times 1953 earn- 
ings per share to yield 6.5% on present dividend 
rates, which amount to only 35% of last year’s 
earnings. 

As a group, these above-average issues have given 
the best market performance of the three since the 
end of 1952. They declined only 12% between the 
1952 and 1953 year-ends and are now selling at less 
than 9% below their 1953-1954 highs. In fact, five 
of them, Atchison, Topeka & Santa Fe, Illinois Cen- 
tral, Kansas City Southern, Seaboard Air Line and 
Union Pacific, are at present very close to the tops 
of the past thirteen months. It is from this group 
that the bulk of the dividend increases have come in 
recent years and it is likely that this outstanding 
performance will continue. In this connection, aver- 
age earnings per share of this group during the last 
four months of 1953, a period of a sharp slump in 
traffic, showed a year-to-year drop of only 14%. 

The average group is selling at 5 times last year’s 
earnings and yields 7.5% on current annual divi- 
dend rates, which amount to 37° of 1953 earnings. 
It is significant that the average group’s transporta- 
tion ratio in 1953 was 35.2% vs. 32.4% for the good 
group, its maintenance ratio was about the same, and 
its carry-through of gross to net moderately lower. 
With the price earnings multiple of the average 
group being only slightly lower than for the good 
group, some worthwhile (Continued on page 642) 


























30 Railroad Stocks Above 
1952 1953—___ 
Earned Div. Earned Div. 
Per Per Per Per 
Share Share Share Share 
ABOVE AVERAGE: 
Atch., Top. & Santa Fe. $13.29 $ 5.75 $14.62 $ 5.00 
Atlantic Coast Line 21.03 6.00 14.60 6.00 
Chicago, R. |. & Pac. 13.57 4.00 16.07 4.50 
ill. Central 16.26° 3.50 18.59” 4.50 
Kansas City Southern 5.04 2.50 11.10° 2.6212 
Louisville & Nashville 10.73 4.50 13.10 5.00 
Seaboard Air Line 7.88- 2.10 8.90" 3.00 
Southern Railway 9.57 2.00 11.63 2.50 
Union Pacific 14.56 6.00 14.95 6.00 
Western Pacific 6.684 3.00 8.374 3.00 
AVERAGE: 
Baltimore & Ohio 9.74% a5 10.02" 1.00 
Chesapeake & Ohio 5.66 3.00 6.04 3.00 
Erie 4.57” V.275 4.31° 2a 
Gt. Northern Ry. Pfd. 9.10 4.00 9.84 4.00 
Gulf, Mobile & Ohio 6.94" 2.00 7.07° 2.50 
N. Y., Chicago & St. L. 8.16" 2.00 7.70° 2.001 
Northern Pacific 6.38 3.00 6.27 3.00 
Reading 6.35 2.00 6.92 2.00 
St. Louvis-San Francisco 6.37- 2.00 5.01- 2.50 
Southern Pacific 6.92 2.8712 6.40 3.00 
POOR: 
Boston & Maine (d) 2.43 Nil 93° Nil 
Chi., Milw., St. P. & P. 2.67" 1.00 2.08° 1.00 
Chi. & North Western... (d) .58° Nil (d) .39° Nil 
Del. Lack. & Western 3.91% 25 3.94% 50 
Lehigh Valley 4.81° Nil 4.65° Nil 
N. Y. Central 3.83 .50 5.27 1.00 
N. Y., N. H. & Hart. 4.66" Nil 3.748 Nil 
Norfolk & Western 5.05" 3.50 4.83° 3.50 
Pennsylvania R.R. 2.81 1.00 2.81 1.50 
Virginia Rwy. 4.11 2.50 3.02 1.87% 
(d)—Deficit. 
1_Plus stock. 
°—After funds. 


Average — Average — Poor 
—Gross Revenues—— Net Oper. Income Div. 
Last 4 Months Last 4 Months Price Range Recent vield 
1952 1953 1952 1953 1953-1954 Prica 1953 
—{Millions) 
$212.4 $195.0 $22.6 $20.4 103 - 86 100 5.0% 
53.8 50.0 3.9 3.9 11934- 831% 92 6.5 
73.0 63.9 10.2 9.1 7678- 59 68 6.6 
111.3 104.4 14.2 11.2 8812- 652 85 5.3 
25.6 25.4 4.4 4.4 45\4- 365 42 6.2 
79.1 74.8 11.7 11.1 677%a- 55 62 8.0 
51.0 48.3 aa 7.3 47\2- 3658 47 6.3 
94.7 91.9 15.4 14.4 497s- 38 45 5.5 
196.3 184.5 18.8 12.1 1201-100 119 5.0 
21.8 19.2 3.4 3.0 6732- 4612 55 5.4 
156.6 148.5 16.2 11.7 3032- 18% 20 5.0 
120.3 111.5 22.6 19.8 4158- 3234 35 8.5 
63.2 58.8 YB 5.8 2272- 16 1842 9.4 
101.3 96.1 13.8 11.3 5858- 45 50 8.0 
32.8 31.1 3.8 3.1 38'e- 2638 29 8.6 
60.4 54.7 9.5 6.6 48'2- 30 % 5.5 
65.8 62.5 5.2 8.1 84 - 52 60 5.0 
47.6 43.5 6.3 i 337%8- 261% 27 7.4 
51.2 46.6 8.6 5.6 3334- 22 26 9.6 
243.2 221.5 27.5 18.3 4934- 357% 40 75 
31.7 28.9 2.7 19 137%- 534 6 
95.7 88.5 9.5 a0 22%- 10 11’ 8.7 | 
75.7 68.8 8.5 6.1 21}2- 10% 11% 
32.5 29.2 4.6 3.4 1538- 10% 14 3.5 
27.9 24.9 3.9 3.4 225%- 1312 142 
290.3 270.5 28.4 22.0 2512- 1858 2012 4.8 
57.2 55.1 5.0 3.7 34 - 19% 29 
65.9 64.2 11.1 10.5 53¥8- 395% 422 8.2 
368.7 329.5 27.8 17.6 2334- 1658 1712 8.5 
13.9 12.5 29 2.5 3534- 25% 28 6.7 
3—Before funds. 
4{—On a participating basis before funds. 
5—Estimated. 




















FEBRUARY 20, 1954 








623 
















xk kk 






bw he announcement that Alleghany Corp.’s 
Robert R. Young and his associates had retired from 
the Chesapeake & Ohio Railway, for all practical 
purposes, is a warning whistle that the first round 
of a fight for control of the New York Central Sys- 
tem was in progress. 

There have been some important preliminaries: 
Alleghany, which at the time Young took over, held 
a 34 per cent interest or 2,585,000 shares of C. & O. 
stock, recently sold all of its remaining holdings 
of 104,854 shares to Cyrus S. Eaton, a long-time 
friend of Young, and who replaces him as C. & O. 
chairman; Allan P. Kirby has resigned as C. & O. 
president, and together with other officers and direc- 
tors of Alleghany have sold whatever personal hold- 
ings of C. & O. they might have had. Completing 
the severance of Alleghany from C. & O., all con- 
tractural, lease and joint salary arrangements be- 
tween the two companies have ended. 

Young has made no secret of his intentions. He 
states that he has sold out so that he and Kirby 
would be free to acquire control of another carrier, 
meaning, of course, New York Central. This soon 
became obvious when he later announced that along 
with Kirby and the Alleghany Corp., he had acquired 
a substantial interest in New York Central and while 
not disclosing the amount of the holdings, considered 
them sufficient to warrant the demand that he and 
Kirby be given seats at Central’s board of directors’ 
table. Young also asked that he be made board chair- 
man. New York Central directors have just rejected 
this demand stating “it would be inimical to the best 
interests of the company to grant Mr. Young’s 


The Struggle For Power In... 
New York Central 


By ROGER CARLESON 






request.” 

Following this action, Central’s management is 
wondering what will be the next move by Young. 
If he has girded himself for an all out fight for 
control it is more than likely that Young will en- 
deavor to gain support of Central’s stockholders, an 
effort that would start a contest for proxies to vote 
at Central’s stockholders’ meeting scheduled for next 
May 26. He now states he will follow this course. 

Anticipating such a development, however, may 
be a littl premature. Mr. Young may consider it 
expedient to move more slowly, being aware of the 
possibility that the Interstate Commerce Commission 
will want to have certain legal points within the 
jurisdiction of the Commission resolved before ap- 
proval is forthcoming. At this stage, it is anyone’s 
guess as to what action, if any, the ICC will take. 
The current situation is not comparable with that 
existing in 1947, when by invitation of New York 
Central, Mr. Young, then C. & O. chairman, and R. J. 
Bowman, C. & O. president at the time, applied to the 
ICC for permission to take their places on Central’s 
directorate and were turned down. 

At that time, C. & O. was the owner of 400,000 
shares of Central’s stock, a portion of which had 
been acquired earlier by Alleghany and later sold 
to C. & O. Giving consideration to this ownership, 
the Interstate Commerce Commission ruled against 
the appointment of Young and Bowman to Central’s 
board, holding that their presence there would be 
a violation of the Interstate Commerce Act, as well 
as the anti-trust laws. The ICC also held that the 
two roads were com- (Please turn to page 640) 
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| Earnings Dividends Earnings Dividends 
Per Per Price Range Per Per Price Range 
Share Share 1946 to 1953 Share Share 1946 to 1953 
REN Es iastcsakpsstossree Ole $ 3.62 $ 3.50 6672-4854 1946 Sis ces cubaguage seecucsiee os $ 1.00 3534-13% 
IEEE RE Pr IOS etn 4.33 3.001 5434-404 hag ORR ERA ty SSR Re DEAE RE OE 36 pas 225-12 
a Se Re rs ate So Rect . R92 3.00 4514-318 eee Ane Re Semen | ee 1812-12% 
oD ee eee. 3.00 3434-27 1949 . 1.51 50 13%2- 9% 
LORS Seen ye wee Sawn | 1.50 35%4-25 Rete 2: elena oe ee 2.84 1.00 21%-11 42 
EE ivassscsstecsxcigeneertreaeetiey. 4.80 2.25 3814-2812 MOR sscisssian Be hieeeeredennes - | es 2644-1514 
BONNE Sci snicessccacsechoscabsssevs yaaa vasie 5.66 3.00 39%-33'2 cc RR pe pe ertioe eprtee Saree nee 3.83 50 23%2-17 
Losses wsihsceusonharnatcppsharesinaeanieaey 6.04 3.00 4152-3234 Beisaratevite ert en ese ere A 25%4-18% 
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, unfore- 


seen developments, 
a new name is 
shortly expected to 
join those of long 
standing in the 
automobile indus- 

# try. Out of the pro- 
posed consolidation of Hudson Motor Car Co., and 
and Nash-Kelvinator Corp., will come the American 
Motors Corp. Directors of Hudson and Nash have 
already approved the merger, and on March 24 
stockholders of the two companies will vote on the 
plan. If approved, the consolidation will result in 
the new company operating Hudson, Nash and Kel- 
vinator as separate divisions, and rank fourth from 
the standpoint of car output. This is based on the 
combined showing of Hudson and Nash 1953 produc- 
tion equal to 3.4% of the industry’s total, and com- 
pares with 45.6% for General Motors, Ford’s 25.3% 
and Chrysler’s 20.3%. This comparison makes it 
obvious that American Motors, when it begins oper- 
ating, will have a long road 










Nash-Kelvinator 
—Hudson Merger 



































By GEORGE W. MATHIS 


istance, would be off to a good start. 

Officials of both Hudson and Nash-Kelvinator are 
agreed that among the advantages of the merger, to 
quote their own statement, are “pooling of executive 
abilities, research and engineering resources, and 
purchasing power”. Then there will be opportunities 
for new manufacturing economies and improved 
methods; cutting individual overhead and adminis- 
trative expenses, and a speeding of tooling costs 
over more units with a corresponding reduction in 
cost per unit. Although detailed information on the 
proposed new company’s plan of operations is yet to 
be revealed, there is a suggestion in the latter state- 
ment about unit cost that might be interpreted to 
mean some ultimate change in production of both 
Hudson and Nash car models. 

At the present time, Hudson and Nash have been 
producing three basic models each. Nash has the 
Rambler, the Statesman and the Ambassador. These 
are cars that sell in the low-price through the 
medium-price field, price brackets that are compar- 
able to those into which Hudson’s Jet, Wasp and 

Hornet models fall. Neither 





to travel before it reaches a 
point where it can achieve a | "3c00m 
volume of car sales that 
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of the two companies has a 
basic series in the upper 
price bracket to compete with 





would alter the standing of 
the “big 3” to the “big 4”, 
with the new company being 
a member of the quartet. 
Nevertheless, the founda- 
tions for such an accomplish- 
ment are present in the pro- 
posed consolidation of the 
two companies. As of Sept. 
30, 1953, Hudson and Nash- 
Kelvinator had assets of more 
than $355 million and com- 
bined working capital of 
slightly more than $100 mil- 
lion. Of this latter sum Nash 
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GM’s Cadillac, Ford’s Lin- 
coln, Chrysler’s Imperial or 
the New Yorker. Possibly, 
some revisions will eventually 
be made. This would be a 
natural move if the new 
American Motors is going to 
strengthen its position with 
model diversification. Hud- 
son’s Jet series, selling in the 
lower-price field, matches 
Nash’s Rambler series that 
Nash has expanded in 1954 
to 10 models by the introduc- 
tion of three additional 2- 
door models and three new 








will contribute about two- 
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thirds, with combined sales 
of the two companies for the 
12 months ended Sept. 30, 
1953, of $680 million, the 
proposed American Motors 
Corp., when brought into ex- 








Packard 


Source: Automotive News, January 11, 1954 
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Studebaker Nosh-Hudson Chrysler Ford General 


4-door models. 

Hudson’s Jet, introduced 
in March, 1953, failed to get 
the favorable reception on 
the part of the individual 
— (Continued on page 636) 
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February 

Through the long history of the 
Dow averages, the market has 
fared less well in February than 
in any other month of the year, 
with industrials showing net Feb- 
ruary declines in 32 years, ad- 
vances in 25; rails losing ground 
in this month in 34 years, gain- 
ing in 23. The apparent reasons 
are (1) a downward bias in bear- 
market years; and (2) February 
corrections of December-January 
upswings in bull-market or trad- 
ing-swing years, such “year-end” 
upswings having occurred in a 
majority of instances. Regardless 
of the record, the market is, of 
course, a law unto itself in any 
given month. It can be argued 
that weakening of the technical 
position by the sizable January 
advance this year should make for 
more weakness than strength in 
February. But up to this writing 
recessions in the averages have 
remained minor and brief. 


Dividends 


Total 1953 dividend payments 
are estimated at $9.4 billion, a 
new record, comparing with $9.1 
in 1952, $9.2 in 1951 and $9.1 in 
1950. That degree of stability for 
four consecutive years — with 
earnings (estimated at $20 billion 
for 1953) varying between $22.7 
billion and $18.6 billion is some- 
thing new. It would not surprise 
us if 1954 is the fifth year with 
dividends between $9.1 billion 
and $9.4 billion. Total earnings 
will be lower, perhaps by 12% 
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to 15% on present business pro- 
jections, but cash positions will 
be generally more comfortable; 
and the pay-out of earnings 
should be appreeiably above 
1953’s modest estimated 47%. In 
January 17 companies reduced or 
omitted dividends, against 20 a 
year ago; while 156 companies 
increased rates or voted extras, 
compared with 154 in January, 
1952. 


Outboard 

Relatively inexpensive power 
boats, requiring only attachment 
of an outboard motor, are grow- 
ing steadily in popularity. Tend- 
ing to spur growth is development 
of outboards of 25 horsepower or 
more, powering family-size cabin 
cruisers costing considerably less 
than the lowest-priced automo- 
bile; motors with electric self- 
starters; and motors in which 
noise and vibration are substan- 





tially eliminated. The pioneer 
maker, holding about half of the 
total market is Outboard Marine 
& Manufacturing Co. The record 
of profit margins indicates effi- 


cient operations. Sales have 
doubled since 1947. They gained 
42% in the fiscal year ended last 
September, compared with the 
prior year; and about 39% in the 
quarter ended December 31. 
Earnings were $4.24 a share, a 
new peak, last year, despite high 
EPT liability and heavy tax- 
spurred development and other 
expenses. Still under EPT, they 
rose to $1.85 a share in the De- 
cember quarter, from 87 cents a 
year earlier. The potential for the 
current fiscal year, with three- 
quarters of it free of EPT, may 
be around $8 a share; and $10 to 
$12 for nearby later years is 
readily conceivable. The dividend 
was recently raised from a $1.60 
to a $2 basis. A further boost this 

















Idaho Power Co. .... 
Libby-Owens-Ford Glass 
Allied Chemical & Dye . 
U. S. Steel . 

Allied Mills 

York Corp. 

Consol. Edison of N. Y. 


Republic Steel 
Shamrock Oil & Gas 


Consumers Power 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 

. Year Dec. 31 $3.35 $2.75 
Year Dec. 31 3.72 2.88 
Year Dec. 31 5.10 4.55 

.. Quar. Dec. 31 1.990 1.60 
Quar. Dec. 31 -84 48 

.. Dec. 31 Quar. +31 -04 
. Year Dec. 31 2.94 2.63 
. Year Dec. 31 9.25 7.21 
Year Dec. 31 3.83 3.31 
Year Dec. 31 3.18 2.65 
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year is likely, although payments 
will remain conservative, relative 
to earnings, due to expansion 
needs. The company is lightly 
capitalized, with $7.15 million of 
long-term debt and 712,829 
shares of stock, about 40% of 
which is management-owned. The 
Big-Board market for the stock is 
inactive and thin. Presently at 
44, only some 5.5 times probable 
current-year earning power, 
yielding over 4.5% from a divi- 
dend which should be subject to 
wide longer-term liberalization, 
the stock appears undervalued. 


Stocks 

On the whole, stocks of insti- 
titutional grade — mostly stable- 
dividend income issues’ and 
growth stocks — have continued 
to “lead the parade.” But there 
are speculative and semi-specula- 
tive stirrings here and _ there. 
They reflect increased confidence 
stemming from the Administra- 
tion’s policies; and also the usual 
lift in confidence seen after a 
market rise has been maintained 
for some time—this one having 
run, with not much in the way 
of corrective reactions up to this 
writing, since the middle of last 
September. Among secondary or 
speculative stocks recently attain- 
ing new highs for 1953-1954 or 
longer have been Martin Parry, 
Shamrock Oil & Gas, American 
Radiator, Davison Chemical, Rob- 
ert Gair, Liquid Carbonic, Glenn 


Martin, Reynolds Metals, ACF 
Brill, Carborundum, Munsing- 
wear, Interchem, Manhattan 


Shirt and National Gypsum. 


Steels 

As a group, steel stocks made 
their highs of the 1949-1953 bull 
market early in 1951. Their sub- 
sequent maximum decline was 
about 21%. At the lowest 1953 
levels, seen last September, most 


leading issues held above their 
1952 lows. Having discounted 
lower steel output and earnings 
over so long a period so far in 
advance, the group has risen 
about 10% from its September 
low—against roughly 15% for the 
Dow industrial average—in the 
face of shrinkage in the indus- 
try’s operating rate from around 
capacity to 74% of capacity at 
present. Unless we are in for 
more than the “moderate” busi- 
ness recession which the general 
market consensus is allowing for, 
the rate should not go much, if 
any, lower; nor should the full- 
year average rate differ greatly 
either way from the present one. 
Steel earnings will be materially 
lower this year than last; but, 
with important aid from EPT 
lapse in most cases, should be well 
above present dividends. Cash po- 
sitions will be more comfortable 
than in some years, due to re- 
duced capital-outlay needs and 
higher depreciation charges. 
While the earnings outlook is on 
the restraining side, the dividend 
prospect is on the supporting side 
—and the latter should be the 
more important of the two. Point- 
ing up the bright side of the pic- 
ture, Bethlehem Steel recently de- 
clared a $2 dividend, against the 
previous $1 quarterly, although it 
was indicated as an extra rather 
than a boost in rate. Leading 
steels mostly yield over 7% re- 
turn on present dividends, and 
have been well tested in the mar- 
ket. For both reasons they now 
shape up as better holds than 
sales; and purchases on moderate 
reactions could work out well. 
Aside from Bethlehem, which ran 
up considerably on the dividend 
news and which may not be the 
only one to pay more in dividends 
this vear than last, the better 
issues include United States 
Steel, Inland, National, Youngs- 











Avco Mfg. Corp. 
Cons. Gas, El. L. & P. Balt... 


Lehigh Coal & Navigation 
Carpenter Steel 

Jones & Laughlin Steel 
Youngstown Sheet & Tube 
NOCRRMRE sR MURR oes 0c 2 ores t aya a ce vean ah vcens cbegucccecbece 
Moore-McCormack Lines 
Oliver Corp. 


Woodall Industries 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 

Year Nov. 30 $ .34 $1.20 
.. Quar. Dec. 31 32 49 
Year Dec. 31 21 91 

.. Quar. Dec. 31 1.51 2.03 
.. Quar. Dec. 31 89 2.21 
Quar. Dec. 31 2.34 3.54 
Year Oct. 31 -06 2.83 

. Year Dec. 31 2.53 4.71 
Year Oct. 31 1.18 2.71 
Quar. Nov. 30 21 -50 
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town Sheet & Tube and Armco. 


“Insider” Holdings 

Some investors prefer stocks in 
which company officers have sub- 
stantial to large holdings—thus 
putting management and outside 
stockholders “in the same boat” 
—and think there must be some- 
thing the matter with a stock if 
officers hold little of it. This is 
not an open-and-shut proposition. 
Some stock-owning managements 
are able, some not. The same goes 
for professional management 
with light stoek holdings. Either 
will usually make at least an ade- 
quately good showing in a thriv- 
ing industry, a poor one in a de- 
pressed industry. If large “in- 
sider” stock holdings automatic- 
ally indicated a good buy, profit- 
able stock selection would be 
simple. It never has been. 


Preferred Stocks 
If Congress adopts the pending 
program of tax credits for divi- 
dend income, amounting to 5% in 
the first year, 10% in the second 
and 15% in the third and all later 
years, high-grade preferred 
stocks should have more appeal to 
many individual investors than 
bonds. The relative advantage in 
“take-home” income from pre- 
ferred stocks would be consider- 
able even in the lowest tax brack- 
et, rising to large in the middle 
brackets. A few examples of 
good-grade preferreds are Alumi- 
num Company $3.75, General 
Motors $5, Montgomery Ward $7, 
Union Pacific $2, Cleveland Elec- 
tric $4.50 and Philadelphia Elec- 
tric $4.40. 
Valuation 
At 77, Standard Oil (New Jer- 
sey) is priced at about 8.8 times 
1953 earnings, at 1.47 times book 
value and yields over 5.8% on 
19538 dividends. Against that, 
Continental Oil at 59 is priced at 
3.6 times 1953 earnings, over 2.0 
times book value, and yields 4.6% 
on 1953 dividends. These figures 
would suggest on the surface that 
Jersey is much the cheaper of the 
two stocks. Actually what they 
emphasize is the investment con- 
sensus that profits of Continental 
Oil are “politically” safe, those of 
Jersey less so, since Continental 
operates in the U. S. and Canada, 
Jersey through much of the 
world. Creole Petroleum (Colom- 
bia) around 5%; and mid-East 
interests over 10%. The foreign 
holdings may remain highly 


profitable, but the market must 
allow for the “ifs.” 








The Business Analyst 


What 5 head por Rusiness? 


By E. K. .A. 


Rapid melting of the new order backlog, parallel with 
continued reduction in inventories is the predominant feature 
of the business landscape. At the end of 1953, unfilled orders 

on the books of manufac- 

K turers were estimated at 
$58.3 billion. At the end of 

BUSINESS ACTIVITY the previous year, they were 
PER CAPITA BASIS $75.3 billion and reached a 
pS he i peak since then of $76.1 

200 TEAR billion in January 1953. Ac- 
aco cordingly, the decline from 
a = the 1953 peak in manufac- 
turing backlogs is approxi- 











190 Co mately $17.8 billion. This 
Two is where they were almost 
= three years ago, or in March 

180 1951. 


Despite the present low 
level, unfilled orders are 
still about twice what they 
were directly before the Ko- 
rean war started. Although 
this is a somewhat comfort- 
ing comporison, the speed 
of the decline in unfilled 
orders suggest a contracting 
base for manufacturing op- 
erations in the months imme- 
diately ahead. This view is 
supported by the decline in 
new orders received by 
manufacturers which, in the 
months of December, to- 
talled $21.3 billion, about 
$3 billion less than received 
in December of 1952. 


The peak of new orders 
received by manufacturing 
industries, seasonally adjust- 
ed, was in May 1953, reach- 
ing a figure of $25.8 billion. 
With new monthly orders 
now about $4.5 billion un- 
der the peak, it is clear that 
unless the trend is reversed 
in the very near future, the 
total volume of production 
which obviously depends 
considerably on incoming 
orders, will react more or 
a less in proportion. The Fed- 
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eral Reserve Board 
index of produc- 
tion, on the new 
seasonally adijust- 
ed basis, stood at 
127 for December 
and contrasted 
with a peak of 137 
in July. However, 
it is probable that 
the December fig- 
ure does not fully 
reflect the effect 
of both lower un- 
filled orders and 
new orders so that 
a further decline in 
production in the 
early months of 
1954 is indicated. 

The peak of manufacturers’ sales-by-months was reached 
in July, duplicating April, when the figure stood at $263 
billion and has ebbed steadily declining to $24.1 billion in 
December. January figures were probably even lower and 
seem to be steadily approaching the average for the first 
few months of 1952, or about $22.5 billion monthly. Assuming 
this level is reached in the final winter months, a decline of 
about 14% in manufacturers’ sales from the peak of 1953 
would have occurred. With new orders approximately 18% 
less than the 1953 monthly peak, it would seem that unless 
there is an immediate increase in incoming orders, manufac- 
turing production would reach a point to more or less equalize 
the gap between the prospective level for sales and that for 
unfilled orders. In other words, it is possible that total manv- 
facturing production in the next several months will decline 
some 4 points, or to 123 in the present Federal Reserve Board 
index, against a high of 137. 


The as-yet moderate extent of inventory liquidation is indi- 
cated by the trend in the final three months of 1953. After 
having reached a peak at the end of September of $47.1 
billion, they were reduced by $400 million at the end of the 
year. At present levels, they are about $2.5 billion higher 
than a year ago so that it can be said in a general way that 
inventories are still somewhat burdensome, especially in 
relation to the declining trend in all three factors of new 
orders, unfilled orders and inventories. 

A factor which is just commencing to exert some influence 
is the appearance of price unsteadiness, though this is well 
scattered and, as yet, has not reached the proportions of 


a major trend. However, individual industries are growing | 


more susceptible to this trend. 
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The Business Analyst 





MONEY & CREDIT—Action by the Treasury and the central 
banking authorities has dominated the financial news in recent 
weeks, with the Treasury’s bold move to lengthen the maturity 
of the Federal debt and make it more manageable, a market 
feature. The agency’s refinancing plan, biggest in history, 
affected $20.8 billion of Treasury obligations, of which $12.8 
billion are currently maturing. Holders of the latter were given 
a choice of either one-year 158% certificates or 7%4-year 
242% bonds. In addition, $8.0 billion of bonds due on June 
15, or called for redemption on that date, were given the 
opportunity of exchanging for the new bond. The Treasury 
set a generous yield on the new bond and this plus a strong 
market encouraged acceptance of the issue, making the entire 
refunding a success. Preliminary figures indicate that sub- 
scriptions are in hand for over $11 billion of the medium- 
term obligation, while acceptances of the one-year certifi- 
cate amount to $7.0 billion. As for the $2.8 billion of obligo- 
tions that refused this opportunity to exchange, a good share 
of these still have four months to run, giving the Treasury an 
opportunity to make another exchange offer. 

Hard on the heels of the Treasury's move to consolidate 
the debt, came announcement by several Federal Reserve 
banks, that the rediscount rate at which banks may borrow 
from them was being cut to 154% from the previous 2% 
which had been in effect since January, 1953. The step was 
widely interpreted as another move in the direction of encour- 
aging business via easier money and brought a quick cut in 
rates for commercial paper and bankers’ acceptances. It is 
expected that there will eventually also be a reduction in the 
344% return which banks are getting at present from first- 
class borrowers. 

The market for high-grade obligations took the news of 
both the huge refunding and the cut in the discount rate with 
equanimity. The Treasury’s medium and long-term maturities 
sold off a bit after announcement of the Treasury’s move, 
which is adding substantially to the supply of medium-term 
bonds, but recovered the loss in the wake of the cut in the 
discount rate. Fluctuations of the thirty-year 34s were pretty 
representative, and this issue, for instance, closed at 1067 
on January 26, fell to 106% on January 29, after announce- 
ment of the refinancing move and were back to 107 on 
February 9. High-grade corporate obligations did even better 
with prices in an uptrend during the entire period. As a result, 
yield on a representative average of best-grade corporates 
was down to 2.95% on February 8, thus penetrating last 
year’s low of 2.98%. Yields on tax-exempt obligations have 
also been declining although, on average, still about six 
basis points above the 1953 low. 
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TRADE—Retailers are meeting some sales resistance of late 
and sales in the week ending Wednesday, February 3, were 
slightly under the previous week, although about 3% ahead 
of a year ago, according to estimates by Dun & Bradstreet. 
New England and the Eastern states did better for a change, 
topping last year by 4%. Apparel volume remained above 
the corresponding 1953 period and foods moved well, al- 
though resistance to high coffee prices was noted. Spending 
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for durable goods was about even with last year while there 
was some pick-up in demand for used cars, with buyers 
attracted by the big drop in prices from a year ago. 
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INDUSTRY—The Federal Reserve Board estimates that there 
was a decline in industrial output in January, albeit a smaller 
one than in December. The final month of 1953 saw the 
Board’s production index at 127% of the 1947-1949 average, 
which is perceptibly under output at the end of 1952 when 
the index stood at 133. 

The National Association of Purchasing Agents also reports 
a small decline in industrial output in January and finds that 
manufacturers are continuing to whittle down inventories 
while purchases are being restricted to a hand-to-mouth basis. 


cnet 
COMMODITIES—The Bureau of Labor Statistics’ comprehen- 


sive index of commodity prices declined 0.3% in the week 
ending February 2, to stand at 110.6% of the 1947-1949 


(Please turn to the following page) 
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Essential Statistics 





















































































































































re- 
Wher Wkor Year Peorl_~PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Jan. 3.4 4.1 4.0 1.6 (Continued from page 629) 
Cumulative from mid-1940 Jan. 537.2 533.8 484.7 13.8 | average. At this level it ~~ o — 
1% ahead of a year-ago. In the latest 
FEDERAL GROSS DEBT—$b Feb. 3 274.8 2749 267.4 55.2 wenic tien geen gan wee ak 1%, 
MONEY SUPPLY—$b largely the result of price cuts in livestock, 
Demand Deposits—94 Centers____ | Jan. 27 56.1 56.1 54.8 26.1 | eggs and most grains which more than 
Currency in Circulation Feb. 3 29.9 29.9 29.7 10.7 | counterbalanced increases for coffee, and 
BANK DEBTS—(rb3)** raw cotton. The index of processed food 
New York City—$b Dec. 54.0 54.3 52.1 16.1 | prices lost 0.4% in the week while all 
344 Other Centers—$b Dec. 91.5 91.7 90.4 29.0 | commodities other than farm products and 
foods were unchanged from the week be- 
PERSONAL INCOME—$b (cd2) Dec. 285 286 281 102 fore but 1.4% ahead of a year oga. 
Salaries and Wages Dec. 193 195 189 66 
Proprietors’ Incomes. Dec. 51 50 52 23 * * * 
Interest and Dividends________ | Dee. 23 23 22 10 
Transfer Payments_ Dec. 14 14 14 3 EXPENDITURES FOR NEW CON- 
(INCOME FROM AGRICULTURE) Dec. 18 17 19 10 STRUCTION continued high in January 
POPULATION—m (e) (cb) Dec. 160.9 160.7 158.2 133.8 | with outlays at $2,425 million, or 2.7% 
Non-Institutional, Age 14 & Over. Dec. 112.1 112.0 110.9 101.8 above a year ago. January construction 
Civilian Labor Force Dec. 62.6 63.4 63.3 55.6 | was down 9% from the previous month, 
unemployed Dec. 1.9 1.4 1.4 3.8 | but this was mostly the result of seasonal 
Employed Dec. 60.8 61.9 61.9 51.8 | factors operative at this time. Construction 
in Agriculture Dec. 5.4 6.7 6.2 8.0 | by private interests came to $1,713 mil- 
Non-Farm_____—— ‘| ~Dee. 55.3 55.3 55.8 43.2 | lion in January, a 10% drop from De- 
At Work Dec. 59.1 60.2 59.8 43.8 |cember, but 5.3% ahead of January, 
Weekly Hours Dec. 41.6 41.2 42.3 42.0 | 1953. Industrial building had a contra- 
Man-Hours Weekly—b_____| Dec. 2.46 2.48 2.53 1.82 | seasonal advance last month but was still 
10.4% under a year ago. Best year-to- 
se sic gal armenalg (1b) _ eH _~ = 37.5 year gain was made by commercial build- 
wie hg Sad es me ing, which at $164 million was 51.9% 
Weekly Hours eas “ ane poe : ai ahead of a year ago. Public utility con- 
nani ieie abies... 2 ~ ra — “oe struction outlays were 11.6% above Janu- 
Weekly Wage ($) a . : 73.0 77. ary, 1953 while residential building show- 
A me 71.78 71.60 72.16 —_-21.33_'| ed a 1.1% gain. Spending for public con- 
PRICES—Wholesale (Ib2) Feb. 2 110.6 110.9 109.6 66.9 | Struction in January amounted to $712 
Retail (cd) me ey 208.8 210.0 210.4 116.2 | million, which was about 5.4% under 
December and 3% below the initial 1953 
COST OF LIVING (Ib2) Dec. 14.9 115.0 (114.1 65.9 | month. The only types of public construc- 
ongee Dec. W230 112.0 113.8 64.9 | tion to beat year-ago figures were schools, 
Clothing Dec. 105.3 105.5 105.1 59.5 | highways, and sewer and water works. 
Rent. Dec. 127.6 127.3 120.7 89.7 
RETAIL TRADE—$b** eae 
Retail Store Sales (cd) Nov. 14.2 14.0 14.0 47 
Durable Goods Nov. 5.0 5.0 48 1.1 CASH DIVIDEND PAYMENTS in 
Non BurablouGoods _ | Nov. 9.2 9.0 9.2 3.6 |1953 came to $8,546 million, a 2.5% in- 
Dep't Store Soles (mrb)__ _ | Nov. 0.85 0.83 0.83 0.34 | crease over 1952 disbursements, according 
Consumer Credit, End Mo. (rb)___ | Nov. 28.3 28.2 24.6 9.0 |to compilations by the Commerce Depart- 
ment. Companies engaged in marfac- 
enaeapedl turing increased their dividend payments 
New Orders—$b (cd) Total**_____ | Dec. 21.9 21.6 24.9 14.6 last year by 1.5% with higher payments 
Durable Goods Dec. 9.5 9.6 12.7 7.1 in oil refining, electric machinery, trans- 
Non-Durable Goods Dec. 12.4 12.0 12.2 75 | portation equipment and chemicals out- 
Shipments—$b (cd)—Total**_________ | Dee. 24.1 24.3 24.7 8.3 weighing declines in nonferrous metals, 
Durable Goods Dec. 11.6 11.9 12.5 4.1 | textiles and leather. Other manufacturing 
Non-Durable Goods___________ | Dec. 125 12.4 12:2 4.2 groups had only minor changes. In non- 
BUSINESS INVENTORIES, End. Mo.** sh ag Neg soso oo 
Total—$b (cd) _ | Nov. 7a5 790 747 286 | «eine se. o py 
Manufacturers’) SE s|s«Noov. 46.1 46.3 43.6 16.4 , w _ grade J oe groups 
Wholesalers’ en woe as nee ue ng declines. Railroad dividends rose 
Retailers’ Nov. 218 220 209 81 | iy eee a and power 
Dept. Store Stocks (mrb) Nov. 2.5 2.5 2.4 1.1 i 
BUSINESS ACTIVITY—1—pc Jan. 30 191.3 192.2 1966 141.8 ” r ° 
(M. W. S.)—1—np Jan. 830 236.7 237.9 237.5 146.5 
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and Trends 
Latest Previous Pre- 
IOK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
INDUSTRIAL PROD.—la np (rb) Dec. 127 129 133 93 | Manufacturers of PASSENGER CAR 
1lmost Mining Dec. 111 111 117 87 | TIRES hit a new production record last 
latest Durable Goods Mfr._________-_ | Dee. 143 146 152 99 | year, turning out 881,454,605 tires, and 
1.1%, Non-Durable Goods Mfr.________._ | Dec. 114 116 118 89 | exceeding the previous high set in 1950 
a ai CARLOADINGS—t—Total Jan. 30 628 617 698 933 by about 3 million, the Rubber Mainten- 
than : ance Association has reported. Tire ship- 
Misc. Freight Jan. 30 330 320 374 379 
, and : ments last year amounted to 79,712,527 
re ee Jan. 30 63 60 69 ~—s-:1,566 . 
food | | a ‘tn '90 45 a3 Mb 23 which was under the record of 84,422,966 
le all | | sees : ” _ | tires shipped in 1950 but 9.4 million ahead 
s and ELEC. POWER Output (Kw.H.) m Jan. 30 8,855 8,976 8,151 3,266 of 1952 shipments. Output in December of 
k be- SOFT COAL, Prod. (st) m in a4 os as 1 last year held steady at 5,405,748 units 
a. ; while shipments came to 4,678,671, a size- 
Cumulative from Jan. 1. } Jan. 30 33.4 25.0 39.3 44.6 hia inereuen trade te A1SASEL the 
Stocks, End Mo. ———____—__— | Dec. 80.6 82.4 76.7 61.8 = ae . 134, 
vi : one shipped the previous month. 
PETROLEUM—(bblIs.) m 
CON- Crude Output, Daily _.________ | Jan. 3 6.3 6.3 6.5 4.1 * * * 
nuary Gasoline Stocks _ Jan. 30 170 168 149 86 
2.7% Fuel Oil Stocks — Jan. 30 46 “ 46 94 EXPORTS from the United States were 
uction Heating Oil Stocks. Jan. 30 84 91 82 55 valued at $1,241 million in November, a 
nonth, LUMBER, Prod.—(bd. ft.) m Jan. 30 197 210 248 632 slight dip from October exports but about 
1sonal Socks, End Mo. (bd. f.) b.___ I Dec. 9.0 8.8 83 79 4% ahead of the corresponding 1952 
ane = Ei Pans Ae month, according to Census Bureau data. 
3 mil- STEEL INGOT PROD. (st) m Dec. 7.9 8.7 9.7 7.0 The export figures include military ship- 
n De- Cumulative from Jan. 1_____ | Dee. 111.6 = 103.7 93.2 74.7 | ments under the Mutual Security Program 
amounting to $216 million in November 
servi ENGINEERING CONSTRUCTION $234 we Ai tag Ales d $195 million 
ontra- AWARDS—$m (en) Feb. 4 194 171 600 94 an ber, 1952. Th an wrenee 
1s. still Cumulative from Jan. 1____ | Feb. 4 961 766 1,887 5,692 > eens . There were declines 
ar-to- during November of last year in exports 
build- MISCELLANEOUS of machinery and vehicles and in non- 
1.9% Paperboard, New Orders (st)t Jan. 30 232 199 235 165 metallic minerals. IMPORTS into this 
: con Cigarettes, Domestic Sales—b_______ | Nov. 30 35 30 17 country for the same month rose to $848 
Janv- Do., Cigars—m Nov. 533 589 498 543 million from $812 million the previous 
show- Do., Manufactured Tobacco (Ibs.)m_ | Nov. 15 19 15 28 month and $805 million a year ago. 
c con- b—Billions. ch—Census Bureau. cdH—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
$712 cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted index 
under (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
1953 tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
for population growth. pe—Per capita basis. rh—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
istruc- t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
hools, ———— 
“ THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
1954 1954 
No. ! 1954 
ed ——e 86 34 | (Nov. 14, 1936, Cl—100) High low Jan.29 Feb. 5 
Issues (1925 Cl.—100) High low Jan.29 Feb. 5 100 HIGH PRICED STOCKS 133.5 114.4 130.0 131.5 
Sin 300 COMBINED AVERAGE .......... 213.5 177.2 201.4 203.3 100 LOW PRICED STOCKS 260.5 203.7 234.3 236.5 
% in- 4 Agricultural Implements ........ 263.3 179.0 209.4 211.2 4 Investment Trusts 3 112.7 93.1 104.3 105.3 
ording 10 Aircraft (‘27 Cl.—100)............ 445.3 330.3 441.2 445.3A 3 Liquor (‘27 Cl.—100) 967.8 811.1 900.1 908.6 
epart- 7 Airlines (‘27 Cl.—100)............ 693.9 492.6 556.6 561.6 UE MGCRING RY © o.o....6:55200502-<c 240.6 181.0 218.2 220.2 
tee 7 ee 95.5 76.4 88.5 87.6 3 Mail Order .......... secsseccs | AE 101.0 116.6 118.8 
a 10 Automobile Accessories .......... 289.4 213.8 250.6 245.9 3 Meat Packing Linas dnsGunbuderocileads 101.7 78.7 92.6 917 
ments 10 Automobiles ........ccccccccccceseeses 49.4 39.0 40.4 40.8 10 Metals, Miscellaneous ............ 284.5 198.4 221.1 227.1 
ments 3 Baking (‘26 Cl.—100)..... 28.0 23.0 23.9 24.2 4 Paper eee 498.3 394.9 498.3 498.3 
trans- 3 Business Machines ........... 404.5 311.4 379.8 404.5A 24 Petroleum Bele decree rink ot 376.5 444.4 456.5 
; ake 2 Bus Lines (‘26 Cl.—100).......... 240.8 170.2 233.8 236.1 22 Public Utes <...cscccccecccceccees 2002 173.8 200.2 202.2A 
6 Chemicals ........... i, OlOe 337.9 376.7 384.1 8 Radio & TV (‘27 Cl.—100)...... 36.9 27.6 30.4 30.1 
netals, 3 Coal Mining ......... _ 15.4 9.0 10.4 10.4 8 Railroad Equipment 64.1 49.1 54.8 55.8 
turing 4 Communications ... iv 69.3 58.6 64.5 65.7 20 Railroads ....................... 53.2 41.8 45.6 46.0 
ad 9 Construction .......... a (%723 579 696 709 3 Realty ae 546 423 54.1 54.1 
utilit A ON ONAMEES sc cssSkccccsscrscessaess 519.9 456.9 515.0 519.9A wh SUPOMOMNNNEN oo cccckcccccsacesences 330.8 228.7 310.3 330.8A 
Y 9 Copper & Brass ...........ccceee 175.4 125.3 144.7 146.1 F SONG URS «oes csv ccsasceccvacsccdse 414.3 339.0 406.7 414.3A 
pay- 2 Dairy Products ......... a. 106.0 82.3 104.1 103.1 TE Steel @ trém...........:.... 151.4 122.8 142.9 142.9 
jroups 5 Department Stores sea 63.2 54.6 59.0 59.0 Oe SERRE gcc cesnssccnces 59.8 45.9 50.5 50.0 
s rose 5 Drug & Toilet Articles............ 246.9 203.8 246.9 244.5 Fe SANs escsisensesnscisaacscs 625.9 525.5 601.9 618.0 
ower 2 Finance Companies ................ 430.7 341.8 422.7 430.7A NOMENON 52-225 csccacsasccenieas 162.2 101.3 108.4 108.4 
“ 2 Food Brands ‘ 200.4 185.0 200.3 200.3 3 Tires & Rubber 94.1 70.4 93.2 94.1A 
2 Food Stores 140.9 113.0 131.5 132.9 SS TONGCC << sccscsssa0ss 105.2 82.0 85.3 84.5 
3 Furnishings Tia 59.6 68.6 68.0 2 Variety Stores 319.5 288.8 297.5 294.6 
4 Gold Mining 760.0 502.3 557.6 547.5 16 Unclassified (’49 Cl.—100)...... 125.7 97.0 109.3 111.4 
A—New High for 1953-’54. 
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Trend of Commodities 





Divergent trends still continue to characterize future mar- 
kets, with strength in one area counteracted by weakness 
elsewhere. The Dow-Jones Commodity Futures Index closed at 
170.57 on February 8 where it showed a gain of 0.75 points 
over its level of two weeks earlier. July wheat was strong 
during the two weeks ending February 8 and achieved a net 
gain of 3% cents. Lack of moisture and other poor weather 
conditions here and abroad have encouraged buyers. Exports 
of wheat and flour in the last half of 1953 were at the 
lowest level in nine years but it is hoped that the International 
Wheat Agreement will result in increased exports in coming 
months. Corn futures have shown weakness and the May 
option lost %4 cents in the period under review. The big ob- 
stacle in corn is the amount of old grain owned by the Com- 
modity Credit Corporation which is in danger of spoilage. 


185 million bushels of corn five to six years old have been 
offered for sale by the Department of Agriculture. Although 
this corn is priced above the current market, the threat of 
serious deterioration with the advent of warmer weather may 
force sales at lower prices. Cotton has advanced a little re- 
cently and the July option gained 17 points in the fortnight 
ending February 8 to close at 34.05 cents. Some observers 
are predicting that as much as 7.5 million bales of cotton will 


go into the loan and if consumption approximates 11 million | 


bushels, this would leave a free supply of only 2 million bales 
on July 31, the season’s end. Consumers’ purchases of cotton 


products are continuing at a high rate and this has undoubt- | 


edly reduced mill surpluses. However, industrial fabrics con- 
taining cotton are still moving slowly. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. 1Yr. Dec. 6 
Feb.5 Ago Ago Ago 1941 
22 Commodity Index 88.4 87.5 86.7 87.8 53.0 
9 Foodstuffs . 97.5 96.3 92.7 85.0 46.1 
3 Raw Industrial 81.5 81.8 826 89.7 58.3 


Date 2 Wks. 3 Mos. 1Yr. Dec.6 
Feb.5 Ago Ago Ago 1941 
5 Metals 82.7. 83.1 89.4 104.1 54.6 
4 Textiles 88.2 88.2 87.2 90.6 56.3 
4 Fats & Oils 73.8 70.8 67.3 55.3 5546 





RAW MATERIALS SPOT INDEX 
NOV, DEC. JAN, FEB. 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1953-54 1952 1951 1945 1941 1939 1938 1937 
BAI ssc icssvaccese 162.2 181.2 215.4 111.7 88.9 67.9 57.7 866 
Low 147.9 160.0 1764 986 58.2 48.9 47.3 546 
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COMMODITY FUTURES INDEX 
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COMMODITIES INDEX 
































Average 1924-26 equals 100 
1953-54 1952 1951 1945 1941 1939 1938 1937 
ee 170.1 192.5 2145 958 743 783 658 938 
Low 153.8 168.3 174.8 83.6 58.7 61.6 57.5 647 
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Safely the same at all speeds ... the same in all hands... the same in all driving situations \ onc ler{ I il { hinges l e¢ ‘| ) 


EEE 





The power steering in your Plymouth, becomes safely, completely familiar to you. . . 

Dodge. De Soto, Chrysler, or Imperial is You always know what your wheel will do. CC NVI S VOurP Way Ire mn) 

not here-at-this-speed, gone-at-that. It in- at any moment, at any speed, even in loose 7 : ; 

stantly lifts the weight of the car from your gravel or snow. This intimate knowledge ( | eee | Pr 

arms . . . coupling astonishing lightness of your car in motion makes for driving A } H \ S € I 

with solid road feel. It takes away 80% of that is alert and yet relaxed. Power steering Y “ ° 

the steering effort at all times. And, because is one of the matchless features of the glitter- ( 2 » [ - 

it is consistent full-time power steering, it ing new °o4’s. . . . Won’t you come in? sO I pol a 1oOn 
3 (1937 Plymouth +» Dodge + DeSoto + Chrysler + Imperial— Dodge Trucks, Chrysler Marine & Industrial Engines, Oilite Metal 
5 (938 Powder Products,,MoPar Parts & Accessories, Airtemp Heating, Air Conditioning & Refrigeration, and Cycleweld Cement Products 
5 647 

FEBRUARY 20, 1954 633 


TREET 
















laf 


5 1b 
Ways 3 Dr 








The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Bendix Aviation Corporation 

“Please report sales volume of Bendix 
Aviation Corporation for the past fiscal 
year with a breakdown of the sales in 
the important categories of the company 
and also backlog of orders and work- 
ing capital position.” 

F. C., Houston, Texas 

Net sales, royalties and other 
operating income of Bendix Avia- 
tion Corporation for the fiscal 
year ended September 30, 1953 
were $638,544,637, compared with 
$508,701,892 for the fiscal year 
1952. The increase of more than 
$129 million, or 25%, was dis- 
tributed proportionately among 
automotive, aircraft and sundry 
products of the company. 

Earnings for the 1953 fiscal 
year also rose to $17,352,710, or 
$8.20 a common share, from $15,- 
295,159, or $7.22 a share, in fiscal 
1952. The rise in earnings was 
smaller in relation to the rise in 
sales for two principal reasons. 
The first was that about 76% of 
sales were either direct govern- 
ment contracts or sales to other 
companies having government 
contracts, and those were subject 
to a number of profit-controlling 
factors such as price re-determi- 
nation and renegotiation. The sec- 
ond was continued high federal 
income and excess profit taxes 
which amounted to about 70% of 
taxable income. 

The corporation’s backlog of 
unfilled orders at September 30, 
1953 totalled $686 million, com- 
pared with $720 million a year 
before. 


634 


Net working capital remained 
about stationary, at $79,906,093 
on September 30, 1953, compared 
with $79,161,764 a year earlier. 
Because of favorable settlement 
of several legal disputes during 
the year, Bendix found it possible 
to transfer $6 million from a con- 
tingency reserve to earned surplus 
during the year. With retained 
earnings, this increased stock- 
holders’ equity by $15,412,261, to 
$128,241,940, or $60.56 a share. 

By major categories, Bendix 
sales during fiscal 1953 were 66% 
for aircraft, 16% for automotive, 
and 18% in sundry products. The 
$415 million production for the 
aviation industry included many 
types of ground radar devices as 
well as components, systems and 
equipment for airplanes. The cor- 
poration’s total production of avi- 
ation products in 1929 was $7,- 
500,000, and in fiscal 1939 $18,- 
400,000. A number of Bendix pio- 
neered devices were integrated in- 
to overall communication and nav- 
igation systems. Distant measure- 
ment equipment, ground and air 
radar installations, and new navi- 
gation devices would reduce wea- 
ther hazards for civilian airlines 
and shorten delays in airport 
traffic. 

Bendix volume of $99 million 
in automotive products represen- 
ted an all-time peak. Demand for 
standard items such as brakes, 
brake linings, starter drives and 
carburetors rose with the increase 
in all automobile production last 


THE 





year. In addition, public accept- 
ance of hydraulic steering and 
power braking equipment was 
marked. 

In fiscal 1953 Bendix had a vol. 
ume of $121 million in items other 
than those for the aircraft and 
automotive industries. This cate- 
gory includes both consumers’ and 
producers’ goods. 

Dividends in 1953 were $3.00 in 
cash plus 7% in stock. 


Union Carbide & Carbon 
Corporation 

“Please furnish data as to recent sales 
and earnings of Union Carbide & Car- 
bon Corporation and also new produc- 
tion developments.” 

C. D., Boston, Mass. 

Sales of Union Carbide & Car- 
bon Corporation in 1953 were in 
excess of $1 billion for the first 
time in the corporation’s history. 
They amounted to $1,025,833,041, 
an increase of 7% over sales in 
1952, which were $956,931,021. 

Net income after taxes in 1953 
was $102,783,442, or $3.55 a share 
on 28,952,794 shares of capital 
stock outstanding. This compared 
with net income in 1952 of $98,- 
320,699 or $3.41 a share on 28,- 
806,344 shares outstanding at the 
close of that year. The rise in 
net income in 1953 was attributed 
primarily to the increase in sales, 
although it was limited by higher 
charges for depreciation and 
amortization on the corporation’s 
expanded production facilities. 
Earnings were 4.5% higher in 
1953 than 1952. Net earnings for 
1953 were the third highest in 
company’s history. The peak of 
$124,111,851 was made in 1950, 
and the second best, $103,889,711 
in 1951. 

Expansion of company’s Bake- 
lite Division has placed new poly- 
ethylene plant in Texas City, on 
full scale production rated at more 
than 60 million pounds per year, 
an increase of 45%. Other plants 
now being built are at Seadrift, 
Texas and Torrence, California. 
The former is due to begin oper- 
ation in mid-1954 and the latter is 
expected to operate in 1955. 
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and 
your budget 

gets a black eye 
too ! 


You won’t be able to hide your pride when your boy first becomes a “‘man”’ 
to stand on his feet—even though a ruined “Sunday suit”? means another 
an already over-burdened budget. 


The Beneficial Loan System, through its more than 800 offices, takes the sti 





and tries 
strain on 


ng out of 


blows like this—helps whole families to stand on their feet when money emergencies 
arise. Beneficial made more than 1,500,000 small loans last year, mainly to families 
to meet sudden needs or just the normal demands that can’t always wait for payday. 


These loans are a kind of family insurance—a big help in maintaining a way of life 
which is our American heritage. ‘That’s why we say: “A Beneficial Loan ts for a beneficial 


purpose.” 


More THAN 800 OFFICES IN THE UNITED STATES AND CANADA 





WILMINGTON, DELAWARE 





“Loan 
SYSTEM 








Subsidiary Loan Companies: PERSONAL FINANCE COMPANY . . . COMMONWEALTH LOAN CoMPaNny 
CORPORATION . . . BENEFICIAL FINANCE CO. .. . PROVIDENT LOAN AND SAVINGS SOCIETY O 
CONSUMERS CREDIT COMPANY ... WORKINGMEN’S LOAN ASSOCIATION, INC. 
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LINCOLN LOAN 
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Nash-Kelvinator— 
Hudson Merger 





Continued from page 625) 


automobile buyer that had been 
expected. Although Hudson has 
not disclosed tooling cost for Jet 
production, it is believed that it 
spent something like $12 million 
and possibly more, tooling up for 
this model. It is understood in 
automotive circles that because 
of the Jet’s failure to capture the 
fancy of the buying public, Nash- 
Kelvinator insisted that one of 
the considerations in relation to 
the proposed merger was that 
Hudson eliminate this model from 
its assets. That this was done is 
indicated by Hudson stating it 
was found necessary to revise its 
tooling investment, an action re- 
flected in 1953 third quarter de- 
ficit of $8.3 million, wiping out 
previous six months’ net, and cul- 











Highlights of Merger 





Nash- 








Hudson Kelvinator 

Car output (1953)... 76,331  166,9181 

Appliance output 638,2041 

Sales (millions n.a. $478.71 
Combined assets (mil- 

lions) American Mtrs. $355.02 
Working capital (mil- 

lions) American Mtrs. $100.02 


Merger terms: Two shares American Motors 
for 3 shares of Hudson Motor Car; one 
share of Nash-Kelvinator for one share of 
American Motors. 


Stock outstanding upon consummation of 
merger: 5.7 million shares of $5 par value. 
1_fiscal year ended Sept. 30, 1953. 
-—Unofficial estimate. 


n.a.—Not available at press time. 


























minating in a deficit of $6.4 mil- 
lion for the 1953 first nine months. 

Hudson has yet to release a re- 
port of operations for the full year 
to Dec. 31, last. It is within rea- 
son to estimate that final quarter 
car sales continued to shrink from 
earlier three months’ periods of 
the year. Nash car sales also re- 
flect the shrinkage in demand. 
Although net sales for the Dec. 
1953 quarter, the first in the com- 
pany’s new fiscal year, of $108.6 
million make a favorable compari- 
son with $111.3 million for the 
1952-53 first quarter, net income 
of roughly $954,000, or 22 cents 
a share is in contrast with 1952- 
53 first quarter net of $5.5 million 
which figures out to $1.27 a share. 
Both car and appliance sales were 
lower in the more recent quarter. 
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Contributing factors were some 
price reductions and a shut-down 
for model changeover. Increased 
military aircraft engine sales held 
total dollar volume to a compara- 
tively high level, but profit mar- 
ins on Government business, be- 
ing notoriously slim, could not 
produce share earnings compar- 
able with those of a year ago. 

In its 1953 fiscal year, net sales 
of Nash were at an alltime peak 
of $478.7 million. The Nash Divi- 
sion produced 166,918 cars, and 
the Kelvinator Division’s output 
rose to 638,204 electric appliances, 
to produce net earnings, together 
with that contributed by sub- 
sidiary companies, of better than 
$14 million. This was equal to 
$3.25 a share, as compared with 
$2.90 a share reported for the 
1952 fiscal year. 

Nash management, recognizing 
the important competitive factors 
in both the automobile and ap- 
pliance fields, has broadened and 
improved its lines of Nash and 
Kelvinator products. Kelvinator 
has extended its position by ac- 
quiring one of the oldest manu- 
facturers of laundry equipment, 
thus adding to output automatic 
washing machines, clothes dryers 
and ironers. It also absorbed the 
range business of the Kalamazoo 
Stove & Furnace Co., to expand 
its line of electric ranges. Accord- 
ing to current plans, Nash will in- 
troduce within a few weeks an 
entirely new car, small and light 
in weight, capable of traveling up 
to 40 miles at normal highway 
speeds on a gallon of gas. The 
company considers this car to be 
the American concept of small 
ear design that will satisfy the 
demand for an automobile that 
will provide maximum operating 
economy without yielding the es- 
sentials of driving comfort. 

All of these developments have 
been moves by Nash-Kelvinator 
management to strengthen its 
competitive position of its two 
major divisions. In the eight years 
since the end of World War II, it 
has invested more than $72 mil- 
lion in expansion and moderniza- 
tion of its automotive and ap- 
pliance plants and manufacturing 
equipment. Absorption of Hudson 
Motor Car into the proposed new 
American Motors Corp., appears 
to be the next logical step. Such a 
development will give Hudson, 
which aside from its sales sub- 
sidiaries, has only one active sub- 
sidiary that operates a sheet metal 
finishing mill, the advantages of 
Nash-Kelvinator’s grey iron 
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foundry, its forge shop and its 
stamping plant as well as Nash 
own production of axles, differen- 
tials, torque tubes, and the body 


plants producing all of Nash 
stampings and interior trim re- 
quirements. 

The consolidation would also 
bring together approximately 
2,000 Hudson and 1,600 Nash 
dealers, forming a distribution 
system of somewhere around 
8,600 retail outlets. Among auto- 
mobile interests, the conjecture is 
that consolidating Hudson and 
Nash-Kelvinator into American 


Motors is but the initial movement | 


in the building of the new com- 
pany into the “big 4th” of the 
automobile industry. For both 
Hudson and Nash-Kelvinator 
stockholders the proposed venture 
has attraction, especially on a 
long-range basis, the time element 
being of importance for carry- 
ing out the broader plans which 
American Motors, when it is in 
operation, is expected to disclose. 

Under the terms of the pro- 
posed merger, three shares of 
Hudson will be exchanged for two 
of the new company, and Nash- 
Kelvinator stock will be converted 
share for share. Consummation of 
the plan will result, according to 
present understanding, in about 
5.7 million shares out of an au- 
thorized issue of 10 million shares 
of American Motors, being issued 
and outstanding. 











Hudson Motor Car 








Earnings Dividends 
Per Per Price Range 
Share Share 1946 to 1953 
SOAD: ......:... elon $ .40 34-1412 
1947 . 3.17 .40 21%2-12'2 
1948 ... 7.28 70 2234-1258 
1949 .... 5.30 1.701 14% 9 
1950 .... 6.30 2.50 1734-13 
Toons... (d) .59 1.00 2038-1218 
1952 4.15 751 17%4-12%2 
1953 n.a. 75 17 - 9% 





n.a.—Not available. 
(d)—Deficit. 
1_Plus stock. 





Nash-Kelvinator Corp. 








Earnings Dividends 
Per Per Price Range 
Share Share 1946 to 1953 
1946 ........ $ .591 $ .50 2538-13 
1947 ; 4.17 1.10 1958-14 
1948 ........ 4.64 1.40 2154-1438 
1949 ...... .. 6,04 2.15 1734-1012 
1950 .........: ‘664 2.85 22 -16 
1951 . 3.74 2.00 227-1758 
1952 . SD 2.00 2258-1734 
A908 «.....::. “sae 2.00 2534-16 





1_Fiscal year ending September 30. 
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Directors 
6 ® Lewis L. CLtarke 
nel orly enterprise — 
Harovp V. Smitu 
President 
© Freverick B. ADAMS 
Chairman of Executive 
Committee, Atlantic Coast 
Line Railroad Co. 
Rosert W. Dow.tnc 
President, 
° ° ° City Investing Co. 
N EARLY TIMES before man had developed enterprises to provide security against oi ds 
oa EORGE GUND 
loss by fire and other perils, the community-at-large lacked stability. Without President, 
J ~tevelan rust 0. 
a dependable system of insurance, the well-being of its merchants and citizens was Hasom H. Hex 
a President, 
constantly endangered by the hazards of chance and the threat of disaster. Chemical Bank & Trust Co. 
Today, property insurance offers dependable financial security to the public. ee eee 
: 2 e F e . . General Counsel 
It is provided, in its most efficient form, by agents and brokers, independent busi- Pits Pr 
? VAN ESCOTT 
nessmen in every community who are friends and neighbors as well as advisors New York City 
- Cf 7 P > | Percy C. Maoeira, Jr. 
to their policyholders. Behind its local representatives stand the strength and | tienes ruben 
‘ge e ° aa e ‘a r | Committee, Tradesmens Land 
stability of The Home which has enjoyed the distinction of serving American | Title Bank & Trust Co. 
| e 
property owners for more than a century. So 
» Schnader, arrison, 
Segal & Lewis 
Ps ee ao o™s Cuampion McDowett Davis 
President, 
Atlantic Coast Line 
PRESIDENT Railroad Co. 
| Warren S. Jonnson 
Invest ¢ Counselor 
Pe 
Ban Trust Co. of 
= R’ilmington, N.C. 
Balance Sheet, December 31, 1953 ‘mii ie 
President, 
ADMITTED ASSETS Empire Trust Company 
United States Government Bonds . . . . . . 6 « e © «© « $ 71,964,673.86 Harstn K. Park 
I eine re te eg ee tee ug nam 90,970,307.64 | Setere eet 
Preferred and Common Stocks F , ‘ 150,854,115.00 Columbus, Ga. 
Cash in Office, Banks and Trust Companies . 35,909,076.68 | Boyxtn C, bye on 
Investment in The Home Indemnity Company . 14,513,554.00 iets Ady ve 
Real Estate er aire 2 eee 6,868,322.19 |. 
Agents’ Balances or Uncollected Premiums, less than 90 days due 20.080,648.46 | ican Life 
Other Admitted Assets . ata? & 2a) ae ees, Aan ae P 5,860,915.65 e aay 
"7 . 29097 Na 219 AO MAS J. ROSS 
Total Admitted Assets. . . . . 2 2 2 © . $397,021,613.48 | pend ect 
Se | Ivy Lee and T. J. Ros 
LIABILITIES | Hevay C. Von Ets 
Reserve for Unearned Premiums . . . . . 6 + 6 + $176,869,947.00 casing omy eae 
- - - > | unufa rers rus mpany 
Unpaid Losses and Loss Expenses . . . . . 21 we 34,806,349.36 
r pga Joun M. FRANKLIN 
HAXESUL AVAGO es Py ae. Se a ae he 7,550,000.00 | Paces 
Reserves for Reinsutance. . 2. . 2. « 6 6 he es 1,457,663.89 United States Lines Co 
Dividends Declared . 2,000,000.00 er = 
Other Liabilities . pea hoes) Hatten tan coren tae 4,973,203 .10 | Géatne A: Fuller Ce 
iRatavetabities® . os 6) se cel we oe % $227,657,163.35 Kenneth E. Brack 
Capital . e e 20,000,000.00 Vice President 
Surplus ‘ ahs ek) Selmiae Mew hey Le ‘ 149,364,450.13 | Leonarb PETERSON 
~ ° “each ale Aek aD Vice President Controller 
Surplus as Regards Policyholders - $169,364,450.13 ‘ ies = 
“39m no 219 10 ERBERT A. FAYNE 
Total . $397,021,613 .48 Vice President & Secretary 
NOTE: Bonds carried at $5,752,632.57 amortized value and Cash $82,500.00 in the above balance sheet are deposited as J. Eowaro Meyer 
required by law. All securities have been valued in accordance with the requirements of the National Association of Insur- President, 
ance Commissioners. Based on December 31, 1953 Market Quotations for all bonds and stocks owned, the Total Admitted Cord Meyer Development 
Assets would be $396,941,878.98 and the Surplus as Regards Policyholders would be $169,284,715.63. Company 
Artur C. Basson 
Vice President, 
Babson’s Reports, Inc. 
FIRE ° AUTOMOBILE + MARINE 
Home Office: 59 Maiden Lane, New York 8, N. Y. 
The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 
637 











Year-end Corporate 
Statements and First Quarter 
Trends 
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for a company which supplies 
80% of its flour requirements. 
While net profit margins for the 
year averaged out at slightly un- 
der 1952, it is significant that on 
a quarterly basis earnings have 
increased steadily. This is shown 
in the table. For the full year, 
earnings were $2.61 a share, com- 
pared with $2.56 a share in 1952. 
While termination of the excess 
profits tax plays little or no part 
in future earnings prospects, it 
is likely that demand for crackers 
and biscuits will remain high, 
notwithstanding the downturn in 
general business. Prospects for 
the first half of the year for this 
manufacturer, consequently, are 
that earnings will be maintained. 

Deere & Co. The deterioration 
common to the farm implement 
industry is illustrated by the de- 
cline in Deere & Co.’s earnings 
for the fiscal year ended Oct. 31. 
Changed conditions are not so 
much reflected in total sales, 
which, as a matter of fact, held 
comparatively well. They amount- 
ed to $378.4 million for 1953 
against $383.1 million the pre- 
vious year. On a_ break-down, 
however, the figures are some- 
what more revealing, showing 
farm equipment sales alone down 
from $369.2 million to $359.8 mil- 
lion, this drop being offset by an 
increase in sales of military prod- 
ucts of from $13.8 million to $18.6 
million. Looking at farm -equip- 
ment sales alone, it is evident that 
the less than 3% decline could not 
be considered catastrophic in view 
of the general upset which has 
been taking place in the agricul- 
tural regions. On the other hand, 
higher manufacturing costs, es- 
pecially labor have had an effect 
in reducing the company’s oper- 
ating profits. Also, there was an 
increase of about $1.5 million for 
depreciation charges. Another fac- 
tor was lower selling prices for 
some products. The interplay of 
these various factors reflected in 
the considerable drop which took 
place in the net profit margin, 
taking the 1953 figure down to 
6.5% against 9.2% the previous 
year. Net profits were $3.37 a 
share compared with $4.93 a 
share in fiscal 1952. Of particular 
interest was the steady decline in 
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net profits per share during the 
final two quarters of the year. 
Recovery in earnings does not 


seem indicated over the near 
term. The last dividend declara- 
tion was for a payment of 25 cents 
a share due April 1 against a 50 
cent dividend paid Jan. 2. This 
accords with the flexible dividend 
policy of the company. 





Trading With the 
Ruble Area 





(Continued from page 618) 


almost explosive. On one hand, 
with economic aid coming to an 
end, Washington may find it in- 
creasingly difficult to maintain a 
united front in the West. On the 
other hand, with postwar recon- 
struction more or less finished, re- 
armament activities leveling off, 
and competition for markets in 
the West stiffening, East-West 
trade may seem to offer tempor- 
ary relief. 

In deciding what should be 
done about East-West trade, the 
democratic world must weigh the 
motives behind Moscow and Peip- 
ing trade offensives. If there is 
a sincere desire to relax the ten- 
sion of the Cold War and if Mr. 
Malenkov really wants to raise the 
pitifully low standard of living of 
the peoples behind the Iron and 
Bamboo Curtains, then perhaps 
some relaxation of the present 
embargo lists should be consid- 
ered. The British, for example, 
have been selling the Soviets 
cables and various other manu- 
factures made of copper. 

However, the present Russian 
and Chinese efforts to promote 
trade with the Free World may be 
but a camouflage for a new strate- 
gy in the Cold War, aimed at 
splitting the Western Allies on 
the issue of trade rather than that 
of United Germany or of a Euro- 
pean army. There is little evidence 
that the communist world and the 
free world will settle down to 
any peaceful living in the near 
future. Hence it is quite likely 
that we are merely entering a 
less virulent phase of the Cold 
War. 

Whatever is done, the free world 
must see to it that no country be- 
comes too dependent upon either 
the communist sources of raw ma- 
terials or the communist market 
for its goods. A sudden reversal 
of communist policies could bring, 
in such a case, a near disaster, 
particularly in countries which, 


like Italy, have a large communis 
minority or which, like Japan, ar 
literally living on borrowed tin 
in respect to their 
standards. 





New Peaks for Douglas 
Aircraft? 
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(Continued from page 621) 


approximately $20 a share for the 


current fiscal year, on a payout 
of about 40°: —established in the 
past two years—dividends of §& 
a share could be expected. Such a 
rate would easily be supportabk 
on the basis of projected earnings 

On an $8 dividend rate, th 
stock at current prices of around 
$100 a share would yield 8%. Ob. 
viously such a yield would be at. 
tractive if the higher dividend 
could be depended on indefinitely. 
However, with maximum military 
aircraft production  probabl 
reached in about two years, i 
would seem that payment of : 
dividend much higher than the 
present rate on Douglas could ne 
be expected to continue much be. 
yond the expiration of that period. 
(Please note that the price char 
accompanying this article, of ne. 
cessity prepared somewhat in ad- 
vance of publication, does not show 
the latest bulge of the stock above 
100.) 

On the other hand, the dividen( 
record of the company, at least 
since 1939, shows that dividend 
have been continued without in- 
terruption, which gives the con- 
pany a somewhat exceptional po- 
sition in this respect as comparei 
with other aircraft manufactur. 
ers. Asuming that commercial 
aircraft production commences ti 
gradually replace production for 
military use, which would be the 
prospect in a period of prolongeé 
peace, it is likely that a substan- 
tial earning power could be re 
generated, though on a more mot: 
erate level than the present ab- 
normally high peaks. 

On the basis of estimated 1954 
earnings, Douglas is selling at 
only 5 times earnings and, hence, 
the present market price on face 
seems warranted on a short-term 
basis. However, the advance of the 
stock in the past year from 
60 to above 100—would seem to 
have rather fully discounted the 
undoubted increase in earnings il 
sight. From the speculative view: 
point, therefore, the stock may 
be said to have lost a good palt 
of its appeal. For investors inter: 
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‘ested principally in the longer 


range possibilities, it would prob- 
ably be sound policy to await a 
good-sized market reaction in the 
stock though its present strong 
action hints that this may be 
some time off. 





Where Do 1953’s Market 
Leaders Stand Today? 
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of payments this year for Toni 
acquisition should rouse hope of 
another generous extra. 


LILY-TULIP CUP — Aggres- 
siveness in development of new 
types of food containers and in 
expansion of volume in regular 
cup lines found reflection in an 
impressive upturn in earnings. 
Anticipation of benefits for stock- 
holders in this leadership con- 
tributed to the rise in the shares. 
Hopes were realized in the recent 
approval of a 50 per cent stock 
dividend, which should pave the 
way for larger cash distributions. 


MINNESOTA MINING & 
MANUFACTURING — Wide- 
spread popularity of growth 
stocks characterized last year’s 
price movements, and the advance 
in this issue could be ascribed to 
its enviable record of develop- 
ment of new products on which 
long term gains could be based. 
Institutional investors, including 
pension funds and mutual funds, 
concentrated on stocks of this 
type. Despite the low return on 
dividends, the stock promises to 
continue in favor among these in- 
vestors. 


NATIONAL LEAD — The ro- 
mance of titanium provided the 
spark that roused investment in- 
terest in this company. Jointly 
with Allegheny Ludlum Steel, the 
company owns Titanium Metals 
Corp., which promises to become 
one of the major producers of ti- 
tanium metal, an exceptionally 
light material for which demand 
cannot be satisfied. It is especially 
essential in the jet fighter pro- 
gram. In addition, shares of this 
company have had appeal for 
growth because of indications of 
aggressive management. 

ROHM & HAAS~—Evidence of 
rapid growth in essential chemi- 
cals, combined with a compara- 
tively small capitalization, gave 
Impetus to the rise in shares of 

(Please turn to page 640) 
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| 
Revolutionary 
| 


Borg-Warner 
engineering 
eliminates 


“chordal 
action” 


“Chordal action” has long been a buga- 
boo in chain drives for power transmis- 
sion. The cause of pounding, bouncing, 
jerking and vibration, chordal action 
greatly limits the speed, load carrying ca- 
pacity and service life of the drive. 

To overcome these limitations, Borg- 
Warner’s Morse Chain Division has de- 
veloped a revolutionary drive that prac- 
tically eliminates chordal action. Smooth 
as a belt, with the strength of steel... 
positive as a gear, with the flexibility of a 
chain . . . the HY-VO Drive can run at 
speeds up to 3600 rpm, linear velocities 
up to 6500 fpm, and can transmit up to 
5000 hp. 


B-W ENGINEERING MAKES IT WORK 











—makes possible higher speeds 
—saves space and weight 


chain drive 


opens up a new age of power transmission for industry 








Narrow, yet super strong, the Morse 
HY-VO Drive makes possible substantial 
savings in space—not only in over-all size, 
but especially in width. In many instances 
this completely eliminates the need for 
bulky, expensive outboard bearings and 
mountings. 

With many additional features, the 
HY-VO Drive runs almost noiselessly, 
cuts operating and maintenance costs, lasts 
longer than conventional drives. 

Contributions such as this to American 
industry are continuing evidence of the 
“design it better—make it better” policy 
applied to every Borg-Warner product. 
Proof again that — 


B-W PRODUCTION MAKES IT AVAILABLE 


185 products in all are made by 


BorG-WARNER 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: ATKINS SAW 
BORG & BECK « BORG-WARNER INTERNATIONAL ¢ BORG-WARNER SERVICE PARTS * CALUMET STEEL 
CLEVELAND COMMUTATOR «© DETROIT GEAR « FRANKLIN STEEL ¢ INGERSOLL PRODUCTS 
INGERSOLL STEEL * LONG MANUFACTURING « 
MARVEL-SCHEBLER PRODUCTS « MECHANICS UNIVERSAL JOINT « MORSE CHAIN « MORSE CHAIN CO., LTD. 
NORGE ¢ NORGE HEAT * PESCO PRODUCTS » REFLECTAL » ROCKFORD CLUTCH © SPRING DIVISION 
WARNER AUTOMOTIVE PARTS « WARNER GEAR ¢ WARNER GEARCO., LTD. « WOOSTER DIVISION 


LONG MANUFACTURING CO., LTD. * MARBON 
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INVESTMENT COMPANY 
OF ILLINOIS 
9 3 RD CONSECUTIVE 
DIVIDEND 
ON COMMON STOCK 
The Board of Directors declared 
a regular quarterly dividend on 
the Common Stock of 40 cents 
per share, payable March 1, 


1954, to stockholders of rec- 
ord February 15, 1954. 


The Directors also declared 
the regular quarterly divi- 
dends on the 544% Cumu- 
lative Prior Preferred Stock, 
the Series A $1.25 Convertible 
14% 
Preference Stock, all payable 
April 1, 1954 to stockholders 
of record March 15, 1954. 
D. L. BARNES, JR. 


Treasurer 33 


@ February i. 1954 


* Financing the Consumer through na Es 
% tion-wide subsidiaries — principally 


Public Loan Corporation 


basis 


Domestic Finance Corporation i 


Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 











American-Standard 
PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quartetly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable March 1, 1954 to 
stockholders of record at the close 

of business on February 23, 1954. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable March 24, 1954 to stockholders 


of record at the close of business on 
February 23, 1954. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 
Vice President and Treasurer 














_eneieenenes 











PHELPS DODGE 
CORPORATION 


The Board of Directors has 
| declared a first-quarter divi- 
dend of Sixty-five Cents (65¢) 
per share on the capital stock 
I] of this Corporation, payable 
March 10, 1954 to stockholders 
of record February 25, 1954. 


M. W. URQUHART, 
Treasurer. 





February 4, 1954 
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this concern. Favorable sales and 
earnings results attracted atten- 
tion of institutional investors in- 
terested in growth issues. Expec- 
tations of a stock split preliminary 
to payment of higher dividends 
accounted for additional demand. 
The latter factor remains as a 
price stimulant despite some indi- 
cations of keener competition and 
narrower margins in chemical 
lines. 


SCOTT PAPER — Growth ten- 
dencies in essential paper prod- 
ucts, along with satisfactory earn- 
ings and dividend factors, spurred 
demand for shares of this leader 
in toilet tissues, paper towels, etc. 
Efficiency in manufacturing oper- 
ations and effectiveness of re- 
search have found reflection in 
results favored by astute in- 
vestors. Here again, hopes of a 
larger distribution of earnings 
have created demand on the 
theory that a_ stock dividend 


' would be logical. Such a develop- 


ment still seems possible. 


SPENCER CHEMICAL — 
Strong growth trends in chemi- 
cals of which the company is an 
active producer as well as a good 
management record account for 
popularity of the stock. Plants 
have been located near sources of 
raw material and in areas adjac- 
ent to principal markets. Indica- 
tions of exceptionally low costs 
have encouraged the prospect of 
long term growth. Anticipation 
of larger payments to stockhold- 
ers aS well as promise of above- 
average gains in production of 
new chemicals remain as sustain- 
ing influences. 


SUTHERLAND PAPER-Rec- 
ognition of this company’s good 
qualities as a leading manufac- 
turer in an essential industry, sug- 
gesting its attractiveness as a unit 
in a larger organization, probably 
accounted in large measure for 
popularity of the stock. Sales and 
earnings results supported enthu- 
siastic expectations and the re- 
cent increase in dividends testified 
to management’s confidence. 
Whether a merger with another 
company would be considered is 
problematical. 


UNITED AIRCRAFT — Ext 


pectations of greatly increase) 
earnings consistent with enlarge 
ment of shipments in the acceler. 
ated aircraft program spurre 
demand for this stock. Hopes oj 
larger dividends were fulfilled 
Moreover, plans for a “spinoff” 
of the Chance Vought division 
provided the effect of a stock split 
which had been considered a pos. 
sibility. Approval of the latter dis. 
tribution this year, along with 
benefits from lapse of EPT, wel} 
may continue to provide a stim. 
lating influence. 


VISKING CORP.—Here is an. 
other illustration of the effect of 
vigorous demand for a stock in 
growth industry accelerated by a 
comparatively small capitalize. 
tion. Not many individuals know 
that the company is a leading 
maker of cellulose casings for 
sausages, meat loaves and other 
types of processed meat. A high 
proportion of frankfurters is pro. 
cessed with the company’s casings, 
This sort of business lends itself 
to rapid growth. Enthusiasm over 
potentialities accounts for the 
popularity of the stock. 


WRIGLEY (WM.) JR. & CO- 
Anticipation of continued growth 
in consumption of chewing gum, 
with a phenomenal increase in 
potential customers as the large 
baby population of recent years 
makes its presence felt, helps ex- 
plain the evident popularity of 
this issue. Prospect of larger earn- 
ings this year in reflecting bene. 
fits of elimination of EPT u- 
doubtedly was next in importance 
as a factor: Moreover, many in- 
vestors favor the company’s 
policy of paying dividends month- 
ly. Favorable influences in this 
respect are continuing. 





The Struggle for Power in 
New York Central 





(Continued from page 624) 


petitive and were barred from 
having interlocking directorates. 

This ruling apparently did not 
swerve Robert Young from his 
ambition to obtain control of 
Central. Back in November, 1951, 
he was quoted as saying that he 
planned to become chairman of 
New York Central’s directorate, 
with Allan P. Kirby as the road’s 
president. With this objective in 
mind, C. & O., during his regime 
as board chairman, continued to 
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000 shares. This is slightly less 
than 12.5% of Central’s outstand- 
ing stock, but makes C. & O. the 


‘yoad’s largest stockholder, out- 


distancing Union Pacific’s 160,000 
Central shares. 

How much good this C. & O. 
stock interest in Central will do 
Young in an attempt at obtaining 
control of the System is a moot 
question. All of C. & O. holdings 
of Central shares, pursuant to 
ICC order, are deposited in a vot- 
ing trust with Chase National 
Bank, N. Y., as voting trustee. 
This brings us back to the atti- 
tude the ICC might adopt toward 
Young’s plan. Will it oppose the 
voting of these shares by the trus- 
tee in favor of Young and his as- 
sociates? Only the ICC can clear 
up the doubt. Lay reasoning, how- 
ever, leads to the conclusion that 
ICC is likely to be against voting 
these deposited shares in favor 
of Young and Kirby. At the time 
Alleghany acquired its C. & O. 
interest and took over manage- 
ment of the road, the ICC classi- 
fied the corporation as a railroad. 
Until this ruling is rescinded, 
Alleghany will continue under 
ICC supervision. 

Assuming, however, whatever 
legal obstacles which may exist 
are hurdled, it is doubtful that the 
Alleghany group—meaning Robert 
R. Young—will be able to take 
over Central’s management with- 
out the backing of proxies of other 
stockholders in sufficient number 
to provide adequate voting 
strength. To get these represents 
a formidable task. Central has 
close to six and a half million out- 
standing shares. These are dis- 
tributed among approximately 
44.500 owners. 

Some of the owners of New 
York Central will probably want 
to know what Mr. Young plans 
to do with their property should 
he succeed in taking over Cen- 
tral’s management. Several years 
ago, Mr. Young is quoted as say- 
ing his first move would be to 
modernize the road’s passenger 
service by putting “Train X”, the 
low light-weight European train 
on all Central’s passenger runs. 
Putting “Train X” in service on 
this seale would, it has been said, 
cost somewhere around a quarter 
of a billion dollars, the funds to 
he obtained through issuance of 
equipment trust certificates. This 
Would be quite a venture, but it is 
4 soundly based belief that the 
ultimate objective of Mr. Young 
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is the carrying out of his long 
cherished dream of a consolida- 
tion of the New York Central 
System with the Chesapeake & 
Ohio. Shortly after the ICC re- 
jected his request for permission 
to become a Central Director, he 
announced that C. & O. was plan- 
ning to petition the ICC to ap- 
prove a three-way merger of 
C. & O. New York Central and 
the Virginian Ry. This was in 
May, 1948, but in December of 
that year, Mr. W. J. T. Tuohy, 
C. & O. President, stated that no 
merger with Central would be 
proposed at that time. 

Conditions may have changed 
since then. It is also possible that 
Mr. Young now sees in New York 
Central an attractive substitute 
for the Nickel Plate—the New 
York, Chicago & St. Louis R. R.— 
that he planned to merge, together 
with the Pere Marquette and the 
Wheeling & Lake Erie, acquired 
previously by Nickel Plate, with 
C. & O. The ICC had sanctioned 
the plan but Nickel Plate failed to 
become a part of the rail empire 
that was in the making. Nickel 
Plate’s preferred stockholders, 
who then had $85.50 due them in 
back dividends, accumulating 
since 1932, balked at terms prof- 
fered them with the result that 
C. & O. dropped Nickel Plate from 
its plan. Later C. & O. distributed 
its holdings of Nickel Plate shares 
to its stockholders in the form 
of a special dividend. By March, 
1951, Nickel Plate had cleaned 
up all of its preferred dividend 
arrears, split its common 5-for-1, 
and in 1952, put these latter 
shares on a $2 annual dividend 
basis. This rate was maintained 
through 19538, stockholders receiv- 
ing in addition a special distribu- 
tion of 10% in common stock. 

It may be that Mr. Young is of 
the opinion that New York Cen- 
tral, a competitor of Nickel Plate, 
under his guidance might over a 
period of time emulate the per- 
formance of Nickel Plate in re- 
cent years. Some of Central’s 
stockholders may agree with him, 
their opinion being dominated to 
a degree by Central’s large un- 
profitable passenger business cre- 
ating a considerable earnings 
handicap. On the other hand, dies- 
elization and other improvements, 
have raised Central’s operating ef- 
ficiency. Aided by increased freight 
movements in 1953, the road was 
able to report net earnings equal 
to $5.27 a share, the best of any 
of the postwar years, and com- 

(Please turn to page 642) 





SUN OF CANADA 
POLICYHOLDER 
DIVIDENDS UP 


$242 million to be paid in ‘54; 
life insurance cost again reduced 


A higher dividend scale which for 
the fifth consecutive year will again 
reduce the cost of life insurance for 
the holders of two million Sun Life 
of Canada policies, is announced by 
George W. Bourke, President, in his 
Annual Review of the Company’s 
business for 1953. Dividends to poli- 
cyholders during 1954 will amount 
to $24% million, 11% more than 
in 1953 and an increase of more 
than 50% over the last five years. 
Most policyholders carrying partici- 
pating plans with the Company will 
benefit by this increase, with the 
largest payments being distributed 
in respect of policies longest in force. 


In his survey of the figures for 
the year, Mr. Bourke comments on 
the manner in which life insurance 
meets the responsibilities of its pur- 
pose. The Sun Life of Canada, he 
said, has paid $2,729,000,000 in bene- 
fits since the first policy was issued 
in 1871, and during 1953 no less than 
half a million dollars was paid out 
by the Company each working 
day. Total amount paid dur- 
ing the twelve-month period was | 
$125,057,000. New life insurance 
issued during the year amounted to | 
$576,946,000, an increase of $31 mil- | 
lion over 1952. This rising volume of 
business was spread over world-wide 
territory in the nearly 30 countries 
covered by Sun Life service. New 
Group insurance included in the | 
above figure amounts to $170 mil- | 
lion, an increase of more than $5 | 
million over the previous year. 


Total Sun Life insurance in force 
at the end of 1953 amounted to | 
$5,678,000,000 of which 79% is in | 
the United States and Canada. 
Group insurance included in this 
figure is $1,751,000,000, an increase 
of 17%. Total assets of the Com- 
pany, carefully invested and well | 
diversified, are made up of: Bonds— __ | 
Government, State and Municipal | 
28.7 % ; Bonds—Public Utility, Indus- 
trial, etc., 41.6%; Preferred and 
Common. Stocks 6.0%; Mortgages 
14.4%; Cash and Miscellaneous, 
9.3%. The Sun Life has 46% of its 
assets invested in the United States. 


A copy of Sun Life’s complete 
1953 Annual Report, including the 
President’s review of the year, is 
being sent to all policyholders or 
may be obtained from any of the 
100 branch offices of the Company 
throughout North America. 
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The Struggle for Power 
in N. Y. Central 





(Continued from page 641) 


pares with $3.83 a share reported 
for 1952. 

Since 1945, New York Central 
and its affiliates’ capital expendi- 
tures, including about $93 million 
in 1953, have totalled $700 mil- 
lion, Expenditures during the cur- 
rent year, management says, will 
be substantially reduced, but in- 
creased operating benefits are 
looked for through greater econ- 
omies accruing through the en- 
larged fleet of diesel equipment. 
The road in 1953 further reduced 
operating ratio to 82.8%, from 
84.5% in the previous year, and 
from peak 90.53% in 1946. Divi- 
dends of $1.00 a share annually, 
the current rate, are likely to be 
continued through 1954, but any 
appreciable drop in this year’s 
earnings would create uncertainty 
as to maintenance of these pay- 
ments because of Central’s heavy 
debt burden, aside from maturing 
equipment obligations, and the 
comparatively weak working cap- 
ital position. 





Which Rails Are in Best... 
Poorest—Position? 





(Continued from page 623) 


“upstream” switches can be made 
by investors who are willing to 
accept moderately lower income 
return in exchange for better 
capital appreciation possibilities. 
A few examples of such possible 
“switches” are Great Northern in- 
to Seaboard Air Line or Southern 
Railway, and Northern Pacific in- 
to Louisville & Nashville on ap- 
proximately an even basis. From 
a market standpoint, average 
prices of the group declined 25% 
during the past year and are cur- 
rently 22% below the 1953-1954 
highs. Average earnings per 
share of this group dropped 29% 
below 1952 levels in the final four 
months of last year. 

A few brief words appear to be 
in order as to why the ten stocks 
in this group are rated as only 
average: 

Comment 


Baltimore & Ohio 

Good control of expenses and 
probably the most favorable long 
term outlook among eastern roads, 
but capitalization heavily lever- 
aged, large sinking and capital 
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funds limit net available for the 
common, and revenues still de- 
pendent to a marked degree on 
coal and heavy manufactured 
goods. 
Chesapeake & Ohio 

A steadily decreasing depend- 
ence upon coal as merchandise 
traffic is built up and an effective 
hold on expenses, but finances 
need strengthening and dividend 
pay-out is high (50% in 1953). 
Erie 

Relative stability of earnings 
and 100% dieselization, but traf- 
fic growth relatively limited. 
Reading 

Same as for Erie, except that 
full dieselization has some way to 
go and $2 annual dividend rate 
only 29% of 1953 earnings. 
Great Northern 

An excellent property from an 
operating and financial stand- 
point, but 1954 revenues and earn- 
ings expected to be reduced by in- 
dicated lower iron ore, grain and 
lumber traffic. 
Gulf, Mobile & Ohio and St. Louis- 
San Francisco 

In good growth territories, but 
earning power not yet seasoned 
and dividend records irregular. 
New York, Chicago & St. Louis 
An efficiently operated railroad 
with small extent of freight diesel- 
ization giving room for consider- 
able future operating economies, 
but its position vulnerable to 
closer liaison of New York Cen- 
tral and Chesapeake & Ohio 
Northern Pacific 

Expense ratios high, dividend 
payout above-average and lower 
lumber and grain traffic indicated 
in 1954. Oil possibilities of Willis- 
ton Basin land holdings interest- 
ing, but pretty well discounted in 
present market price. 
Southern Pacific 

The company’s territory of the 
South West and the Pacific Coast 
outstanding for growth, but oper- 
ating performance below average 
for its region in 1953. 


For this group, no dividend ip. 
creases appear likely in 1954, gl. 
though present annual rate 
should hold. Average earning} 
per share in the last four months 
of 1953 slumped 29% below the 
previous year. 


Less Favorably Situated Stocks 


We now turn to the poor group 
and find surprisingly enough that 
it is selling at the relatively high 
multiple of 6.4 times earnings in 


1953 (before capital and sinking 


funds) to yield only 5.7% o 
present dividend rates, which 
require 36% of earnings before 
funds. (Six of the ten companie 
in this group, i.e., Boston & Maine, 
St. Paul, Chicago & North West. 
ern, Lackawanna, Lehigh Valley 
and New Haven, have been through 
Section 77 reorganizations or 
Mahaffie Act recapitalizations. Ac. 
cordingly, earnings actually avail- 
able for payment of common divi- 
dends are reduced by substantially 
large deductions for capital and 
sinking funds. On an available 
earnings basis, earnings per share 
of this group would have reduced 
to $2.13 from $3.09 on an actually 
reported basis and the price X 
earnings would have been raised 
to 9.3 times). 

The average 1953 transporta- 
tion ratio was a high 39% anil 
only 7.8% of gross revenues was 
carried through to net vs. 10.9% 
for the average roads and 11.4‘ 
for the good roads. It is in this 
classification that dividend reduc- 
tions are most likely this year 
with the St. Paul, Lehigh Valle 
and Pennsylvania appearing the 
most vulnerable in this respect. 
Market prices of this group, which 
includes three non-dividend pay- 
ers (Boston & Maine, Chicago & 
North Western and New Haven), 
declined 26% on the average be- 
tween December 31, 1952 and 
1953 and are currently also 26% 
below the 1953-1954 highs. Earn- 











Railroad Performance by Regions 





——— Gross Revenues (000s) 





———Net Operating Income (000s)—— 
% Operating Ratio 
1953 1952 Change 1953 1952 








Total Class 1 





$313,609 $345,887 — 9.3% $24,507 $ 37,730 —35.0% 82.7% 76.2% 
. $ 45,992 $ 55,427 —17.0% $ 6,911 $ 11,388 —39.3% 76.1% 61.8% 


$117,904 $126,615 — 6.9% $14,590 $ 18,327 —20.4% 76.0% 71.4% 


Region 1953 1952 Change 

Eastern 

% Class 1 37.7% 38.1% 31.2% 
Pocahontas 

% Class 1 5.5% 6.1% 
Southern 

% Class 1 14.2% 13.9% 18.6% 
Western 

% Class 1 42.6% 41.9% 41.4% 


$354,858 $380,086 — 6.6% $32,518 $ 43,578 —25.4% 77.1% 71.8% 


$832,363 $908,015 — 8.3% $78,526 $111,022 —29.3% 79.0% 72.8% 


34.9% 
8.8% 10.3% 
16.5% 


39.2% 
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ings per share of this group fell 
36% below the previous year in 
‘the final four months of 1953. 


The six eastern roads in this 
group (Boston & Maine, Lack- 


-awanna, Lehigh Valley, New York 


Central, New Haven and Penn- 
sylvania) have waged a losing 
fight since last August against 
their familiar basic weaknesses of 
heavy yard and switching ex- 
penses and substantial passenger 
operating deficits with consequent 
high wage ratios. As an example 
of the difficulties with which these 
carriers have to contend in a 
period of traffic decline, consider 
the December earnings statement 
of Pennsylvania, largest of Class 
1 railroads in gross revenues. 
Gross revenues showed a year-to- 
year drop of $17 million, or 9%, 
but operating expenses were re- 
duced by only $4.7 million, or 6%, 
with the result that an operating 
deficit of $800,000 was reported 
vs. a net operating income of $2 
million in December, 1952. 

St. Paul and Chicago & North 
Western are handicapped by low 
traffic density and dependence up- 
on agricultural conditions in the 
sparsely populated North West. 
(In 19538, the North Western re- 
ported a deficit on the common 
even before capital and sinking 
funds). The common stocks of the 
two Pocahontas roads, Norfolk & 
Western and Virginian, for many 
years were regarded as blue chips 
in the railroad field. However, the 
gradual erosion of consumer de- 
mand for these two carriers’ prin- 
cipal commodity, bituminous coal, 
by the inroads of natural gas and 
iil have gradually diminished 
earnings to the point where divi- 
dend coverage is becoming none 
too comfortable. Norfolk & West- 
ern’s 1953 earnings of $4.83 per 
share compared with its $3.50 divi- 
dend rate, including a 50¢ year- 
end extra, and Virginian’s $3.02 
earnings with a $2.50 regular an- 
nual dividend rate. 

Particularly in view of the fact 
that the leverage factor inherent 
in the capitalizations of the mar- 
ginal roads is now working in re- 
verse, it might be effective to 
switch from the weak group into 
the next higher classification, the 
average group. Transfers that ap- 
pear worthwhile to give better 
appreciation possibilities over the 
longer term are New Haven, now 
artificially inflated by a proxy 
fight, and Virginian into Gulf, 
Mobile & Ohio, Pennsylvania into 
Baltimore & Ohio, and Norfolk & 
Western into Southern Pacific. 
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Common and Preferred DIVIDEND NOTICE 


February 1, 1954 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
March 1, 1954, to stockholders of record at the close 


of business February 11, 1954: 


Security 


Amount 
per Share 


Preferred Stock, 5.50°/ First Preferred Series $1.37 


Preferred Stock, 4.75°4 Convertible Series 
Preferred Stock, 4.5094 Convertible Series 


Common Stock 


TEXAS EASTERN 
SHREVEPORT 


$1.18 %4 
$1.12% 
$0.25 
we ~ Secretary 
mucttion (ByforalaA, 


LOUISIANA 








Liquidating Government's 
$30 Billion Business Empire 





(Continued from page 607) 


Government’s first large-scale ven- 
ture into the production, distribu- 
tion and marketing of electric 
power which, according to 





its | 


proponents, was to be a “power | 
yardstick” as well as a beneficient | 
controller of floods, aid to naviga- | 


tion and general economic salva- 


tion of an area generally thought | 


to be in sore need of such sal- 
vation. 

There can be no 
TVA has been the economic sal- 


doubt that | 


vation of the area over which it | 
sprawls, but it has been so at the | 


expense of the 44 States out of 
the region of its operations. TVA 
beneficiaries have prospered at 
the expense of the taxpayers of 
the other 44 States of the Union. 
In addition, TVA—often described 
as ‘‘creeping socialism’—has 
branched out into fields beyond its 
original intent, including 
manufacture of fertilizers 
agricultural chemicals. 


and 


Losses on TVA 


If one would make a careful 


the | 


analysis of TVA and its opera- | 


tions he would find that the 
“yardstick” is some 20 inches 


short of being a yardstick, with 
those 20 inches being absorbed by 
taxpayers to the tune of around 
$285 million in the past 19 years. 
This figure represents Govern- 
ment’s net loss on the operation 
during that period although “mul- 
tiple entry” bookkeeping, whereby 
much of the capitalization of TVA 
(Please turn to page 644) 





| Common and 
; Preferred Stock Dividends 


The Board of Directors of 
Safeway Stores, Incorpo- 
rated, a Maryland Corpo- 
ration, on January 26, 1954, 
declared the following 
quarterly dividends: 


60¢ per share on the 
Company’s $5.00 par 
value Common Stock. 


$1.00 per share on its 
4% Preferred Stock. 


Common Stock dividends and 
dividends on the 4% Preferred 
Stock are payable April 1,1954 
to stockholders of record at 
the close of business March 
3,1954. 


MILTON L. SELBY, Secretary 
January 26, 1954 
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CONTINENTAL 
Cc CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable April 1, 1954, to stock- 
holders of record at the close of busi- 
ness March 15, 1954. 


*  LOREN R. DODSON, Secretary. 











CORTINERTAL 
Cc EAN COMPANY, Inc. 


A regular quarterly dividend of one dol- 
lar six and one-quarter cents ($1.06%) 
per share on the $4.25 cumulative sec- 
ond preferred stock of this Company 
has been declared payable on April 1, 
1954, to stockholders of record at the 
close of business March 15, 1954. 


LOREN R. DODSON, Secretary. 
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Liquidating Government's 
$30 Billion Business Empire 





(Continued from page 648) 
is charged off to “non-reimbur- 
sable” benefits, such as flood con- 
trol, navigation, fish and wildlife, 
even recreation, causes the oper- 
ation to show a_ bookkeeping 
profit. Further, TVA pays no 
taxes beyond token payments “in 
lieu of taxes,” all of which are 
far below the tax levies paid by 
its largest private predecessor, 
The Commonwealth & Southern 
Corp. 

The writer has dealt in some 
detail with two huge Government 
operations that could well be 
turned back to private enterprise 
—RFC and TVA. There are many 
others. If they are not to be 
turned back to private enterprise, 
the Government could liquidate 
them, especially those which are 
not directly—or even indirectly— 
functions of the Federal Govern- 
ment. In this area we have vast 
lending and insurance programs. 
Their liquidation would release 
billions for reduction of the na- 
tional debt, at the same time 
cautioning the public that its fu- 
ture proposals must be founded 
in good business as Uncle Sam 
will no longer pick up the tab if 
they can’t pan out. 

As the researcher delves into 
Government operations in the 
field of private enterprise, he finds 
himself confronted with a mass of 
data that would confound the 
latest development in electronic 
calculators. Thus far, hearings 
before a sub-committee of the 
House Committee on Government 
Operations have uncovered some 
hundreds of Government ventures 
rightfully belonging to private 
enterprise. The accompanying 
table will give the reader a par- 
tial view of the scope of Govern- 
ment’s invasion of fields belonging 
to private initiative. 

The newly recreated Hoover 
Commission, now delving into 
many Government operations, in- 
cluding those dealt with here, has 
many task forces in the field—all 
of them making comprehensive 
studies. Although there have been 
no published revelations of the 
Commission’s findings, the writer 
is certain that Government com- 
petition with private enterprise 
is a major topic of study. What 
the Commission will find and 
recommend is anyone’s guess, but 
there can be no doubt the Com- 
mission will do a thorough job 
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and come up with recommenda- 
tions which, if carried out by the 
Congress, will cut the national 
debt by some $3 billion or $4 bil- 
lion and at the same time cut the 
annual tax bill by $1.2 billion. 

There are hopeful omens that 
Government will get out of busi- 
ness, and give business an oppor- 
tunity to reciprocate through in- 
creased earnings which in turn 
mean increased revenues for the 
Federal Government through in- 
come tax collections. The writer 
would briefly review the omens: 

The Commerce Department has 
disposed of the losing, costly 
Inland Waterways Corp.; Interior 
Department is passing along its 
hotels to private operators; The 
RFC, to die June 30, has concrete 
plans to put its loans in the hands 
of private bankers; our synthetic 
rubber industry is moving over 
to private industry; Defense is 
closing retail operations belong- 
ing in the private realm; there is 
strong talk of disposing of the 
power holdings of TVA—further, 
the current budget asks no appro- 
priation for new facilities for this 
power venture; the Government’s 
telegraph network is going back 
to private enterprise as the Gen- 
eral Services Administration con- 
tracts with Western Union to 
operate the system. Other moves 
are in the making, some of which 
will break in the daily press be- 
fore this periodical can reach the 
reader. 

As the Administration moves 
onward to get Government out of 
business, it meets increasing Con- 
gressional opposition. That is to 
be expected. Without going into 
elaborate detail, it can be over- 
simplified by stating that Con- 
gressmen are actuated by local 
motives, more than National bene- 
fits. In brief, the national solons 
representing the TVA area, let 
us say, will resist any and all 
attempts to dispose of it. Selfishly, 
perhaps understandably, they are 
content that the New Yorker, the 
Pennsylvanian, and others “make 
up the difference” through taxa- 
tion while constituencies within 
the TVA area have the blessings 
of low-cost power. What the 
writer says here is applicable to 
countless other Government- 
owned business enterprises 
throughout most of the 48 States. 

The start has been made—the 
start to get Government out of 
business. How far it can proceed 
is up to the individual, the in- 
fluence he can have with his rep- 
resentative in Congress, and it 


THE 


will be Congress, in the find} 
analysis, which determines hoy} 


many of these Government enter. 
prises are to be handed back t) 
private operators, how many ar 
to be retained at the taxpayer 
cost. 

Gains to be had if Governmen 
gets out of business are four-fold: 

First, sale of Government en. 
terprises to private investors car 
yield from $3 billion to $4 billion 
for reduction of the national debt, 
now close to the statutory $27} 
billion limit. 

Second, reduction of this na. 
tional debt will reduce the draip 
on taxpayers to pay interest on 
the debt. 

Third, business-type operations 
which, under Federal ownershiy, 
were tax exempt, will begin t 
pay taxes—Federal income ani 
State property levies—when passei 
along to private enterprise. 

Last, but by no means least, the 
disposal of Government enter. 
prises will be a definite check to 
the growing tide of Socialism 
which, far too often, has enjoyed 
public and Congressional support; 
the former through ignorance, the 
latter through a play for votes, re- 
gardless of source or inspiration. 





When Union Leaders Wield 
Vast Financial Power — 
What Then? 





(Continued from page 602) 


Now shortly before the Inter- 
national Association of Machinists 
had gained control of the Mt 
Vernon Savings Bank of Wash- 
ington. Mr. Vernon moved in and 
took over from Bankers Trust. 
The ship repair shop kept operat- 
ing at full capacity giving em- 
ployment to many on strike and 
making it possible to keep the 
men out. 

That was the beginning, in 
1920, of the great, rejected op- 
portunity. It was the Interna- 
tionational Association of Machin- 
ists which controlled the Mt. Ver- 
non Savings, the first labor bank 
and one of the results of the Nor- 
folk adventure was that the Presi- 
dent of Mexico invited the Ma- 
chinists to set up a system 10 
oversee purchases of machine 
tools, locomotives, pumps, primp- 
ing presses and the like in the 
United States. Mexico had been 
getting cast iron parts instead ol 
steel. Employing organizations 
protested to the State Department 
which refused to interfere. Gel- 
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man, English and other foreign 
manufacturers were trying to 
reach the Mexican market. 

The second labor bank was 
opened November 1, 1920 by the 
Brotherhood of Locomotive Engi- 
neers in Cleveland. Starting with 
$650,000 of resources, on June 30, 
1923 its resources stood at $22,- 
333,000. When the Order of Rail- 
road Telegraphers opened a bank 
at St. Louis in 1921 it received 
deposits exceeding $1,500,000 the 
first day. The story goes on and 
on. Labor unions were opening 
banks in many places. 

In Cleveland the Clearing 
House Association became alarm- 
ed when the Brotherhood bank 
offered 4 per cent for public de- 
posits and received several mil- 
lions of State and county funds. 
Other banks had been paying 314 
per cent. The Brotherhood bank 
did not belong to the Clearing 
House Association and that or- 
ganization began a campaign to 
undermine confidence in the labor 
bank, saying that such high rates 
of interest could not be safely 
paid. The labor bank answered 
with advertising saying that, in- 
asmuch as the Federal Reserve 
System was in operation the only 
reason for the existence of the 
Clearing House Association was 
to perpetuate a banking monopoly. 
The Clearing house withdrew 
promptly. 

The Brotherhood branched out 
widely, invading New York by 
buying the Empire Trust Com- 
pany. Also, it set up the Brother- 
hood Investment Company with 
$10,000,000 capital. Then, in 1923, 
came a big coal strike with tre- 
mendous unemployment and hard- 
ship. The Brotherhood of Loco- 
motive Engineers set up the Coal 
River Colleries Company with 
$2,000,000 capital to take over 
6,000 acres of West Virginia coal 
lands. The company paid the 
union scale. 

The story is too long to more 
than touch upon but everywhere 
labor banks came to the aid of 
struck friendly employers, enabl- 
ing them to remain in operation 
so long as they paid the union 
scale. The system was affecting all 
sorts of operations. A secondary 
boycott was involved, too. A labor 
bank would withdraw support 
from a plant if that plant made 
deliveries to a closed shop cus- 
tomer. All these operations were 
Ina period of deep unemploy- 
ment. The bank of the Amalga- 
mated Clothing Workers in New 
York lent $1,000,000 to the dress 
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industry to sustain employment, 
of course, at the union scale. It 
should also be noted that in plants 
sustained by labor bank loans 
neither stretch-out nor feather- 
bedding was tolerated. It was 
labor’s money that was involved! 

In this period of strikes and the 
open shop drive unemployment 
reached 5,735,000 at a time when 
the population was only about 
106,000,000 and yet deposits in 
labor banks mounted by leaps and 
bounds—for that period of rela- 
tively small figures. Deposits in 
other banks fell! Indeed, in one 
of the depressed years a bank 
closed its doors every day of the 
year. 

Richard Boeckel in his book, 
Labor’s Money, published in 1924, 
explains: “The labor banks seek 
to use the money given into their 
care to provide steady employ- 
ment, at fair money wages for 
the workers on the one hand and, 
on the other, to increase the pur- 
chasing power of money wages by 
requiring maximum production 
and efficient distribution at rea- 
sonable margins of profit by those 
to whom credits are extended.” 

The Railway Age, following a 
wage increase wrote: “The total 
par value of railroad stocks out- 
standing in the hands of the pub- 
lic on December 31, 1917, was 
$6,583,000,000. The saving by 
railway employees of the recent 
increase in their wages would 
give them $625,000,000 for in- 
vestment. On this basis, if they 
bought at par, they could easily, 
by investing all their savings 
(and dividends) in railway stocks 
become owners of a substantial 
majority of all the stock outstand- 
ing within five years.” (Most of 
the stocks could be bought well 
below par.) 

So it goes. In 1920 that first 
labor bank had but $160.000 capi- 
tal. Today, the United Minework- 
ers of America controls the Na- 
tional Bank of Washington with 
resources of $120,000,000. This is 
but one of dozens. scores of banks 
partially or wholly controlled by 
labor. 

So today, labor leaders recall 
that lost opportunity, lost very 
largely because there was no 
leadership strong enough to in- 
duce labor to hold on. These Jead- 
ers with a foundation a thousand 
times stronger than it was then 
intend to hold on until economic 
control through outright owner- 
ship is indeed in their hands! That 
is the real meaning of this out- 
standing development. 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable March 12, 1954 to 
stockholders of record at the close 
of business February 23, 1954. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1 60 per share and an additional 
dividend of 25 cents per share on the Com- 
pany’s capital stock, payable March 15 
1954, to stockholders of record a* the close 
of business February 24, 1954. 
E F. VANDERSTUCKEN, JR., 
Se r1, 


retary 











UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
been declared on the Common Stock of said 
Company, payable March 10, 1954, to  stock- 
holders of record at three o'clock P.M. on 
february 25, 1954. 


C. H. McHENRY, Secretary 











BOOK MANUSCRIPTS 
INVITED 


If you are looking for a publisher send for our free 
i trated booklet titled To the Author in Search of a 
Publisher. It tells how we can p h, promote and 












listribute your book, as we have done for hundreds of 
ther writers. All subjects considered. New authors 
velcomed. Write today for Booklet WF. It’s free 


VANTAGE PRESS, Inc., 120 W. 31 St., N. Y. 1 
In Calif... 6356 Hollywood Blvd., Hollywood 28 





How Companies Diversify 





(Continued from page 605) 


surprise to note that the com- 
pany’s inter-corporate invest- 
ments are in coal producers such 
as Island Creek Coal, Texas Paci- 
fic Coal and Pond Creek Poca- 
hontas, while other investments 
are held in Texas Pacific Land 
Trust and Louisiana Land & Ex- 
ploration. The latter company 
holds mineral leases and royalty 
interests on extensive acreages in 
Louisiana, its principal income 
being in the form of oil and gas 
royalties as well as profits under 
contracts with some of the largest 
oil companies for development of 
these leaseholds and other in- 
terests. Certain of its leases are 
sublet to the Freeport Sulphur 
Co., for exploration and develop- 
ment of sulphur deposits. Texas 
(Please turn to page 646) 
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How Companies Diversify 
Their Investments 





(Continued from page 645) 


Pacific Land Trust is also a holder 
of substantial tracts of Texas 
lands. Its principal revenues 
originate through royalties, rent- 
als and other fees from oil and 
gas leases granted to various oil 
companies, including among 
others, Humble Oil & Refining, 
Pure Oil, Texas Co., Gulf Oil, and 
Phillips Petroleum. 

Although these are direct in- 
vestments by U.S. Smelting they 
represent but a segment, albeit 
an important one, of the com- 
pany’s interest in the oil indus- 
try. The company, sometime ago, 
set up an Oil Department and has 
been carrying out a long-range 
program of acquisition of proper- 
ties, especially leases, among 
which are fairly large holdings in 
New Mexico and west Texas. A 
number of wells have already been 
brought in on the latter acre- 
ages, the most recent being com- 
pleted last month with a cal- 
culated daily flowing potential of 
946 barrels of 43 gravity oil. In 
addition to this direct activity, 
U.S. Smelting only last September 
extended its interest in the oil 
industry through the purchase of 
10,000 shares of Anderson-Prich- 
ard Oil Corp., a fully integrated 
oil company, that has been show- 
ing consistent growth in every 
one of the last ten years or more. 

Obviously, U.S. Smelting’s ob- 
jective is the gradual building of 
investments in fields apart from 
those in which the company has 
so long operated as a mining and 
smelting operator. This decision 
by management was reached five 
or six years ago. At that time, 
it should be borne in mind that 
stockholders were informed that 
the properties of a mining com- 
pany are different from those of 
a manufacturing concern in that, 
in normal operations, they are 
being constantly used up; every 
ton of ore extracted brings closer 
the inevitable ultimate exhaus- 
tion of the mine producing it. This 
characteristic process of deple- 
tion must be offset by acquisition 
of or investment in new proper- 
ties, and when the products of the 
properties are diversified, adverse 
conditions may affect some but 
others may remain immune. It is 
this same process of reasoning 
that undoubtedly has guided other 
mining companies in protecting 
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their treasury assets by making 
investments in other properties to 
strengthen their position as min- 
ing companies or to provide diver- 
sification through entry into other 
fields. 

Phelps Dodge, one of the largest 
of the copper producers, through 
its wholly-owned subsidiary fabri- 
cating copper products has achiev- 
ed some diversification but this 
is broadened by its investments in 
American Metals Co., which pro- 
vides further diversification be- 
cause of its investments in sev- 
eral copper producing companies 
and the Climax Molybdenum 
Corp., in addition to its interests 
in potash deposits, and oil and 
gas properties, metal refineries 
with additional revenues being 
derived from American Metal’s 
general trading in ores and 
metals. Phelps Dodge also has a 
stake in the oil industry through 
its investment in the Amerada 
Petroleum Corp. 

Motivated by somewhat dif- 
ferent reasons, but still giving 
them diversification through in- 
vestments, many industrial eom- 
panies have acquired interests in 
manufacturing companies, some 
of which are important customers 
of the investing corporation. A 
good example of this is Sharon 
Steel’s holdings in Mullins Manu- 
facturing, an important producer 
of steel kitchen equipment, stamp- 
ings and other steel products, and 
its interest through ownership of 
stock in National Supply Co., one 
of the largest manufacturers of 
oil field equipment. Very much 
along the same line is Bethlehem 
Steel’s investment in Rheem 
Manufacturing, a leading manu- 
facturer of steel containers, un- 
derground steel storage and other 
types of tanks, and a variety of 
home appliances, including water 
heaters, furnaces and gas ranges. 

By the same token, it was na- 
tural perhaps that American 
Brake Shoe, seeking diversifica- 
tion, should make an investment 
in the stock of Bucyrus-Erie, a 
leading manufacturer of excavat- 
ing machinery and related tools 
and equipment. Although Brake 
Shoe is largely a manufacturer of 
brake shoes and other accessories 
sold to the railroads mostly as re- 
placement parts, it is also a pro- 
ducer of products used by other 
industries, including farm imple- 
ment and construction machinery. 
Its investment in Bucyrus-Erie, 
therefore, establishes a closer re- 
lationship with this equipment 
builder and at the same puts 


Brake Shoe in a position to also 
benefit from the operations of 
Bucyrus-Erie that are expected to 
hold relatively stable as a result 
of the broad road-building pro- 
grams now being carried out and 
those that are planned by various 
state, county and other govern- 
ment divisions. 

Other companies, seeking di- 
versification through stock pur- 
chases, have also made _ invest- 
ments in companies which, al- 
though operating in other fields, 
have a close relationship. General 
Precision Equipment, for _in- 
stance, through one of its subsi- 
diaries is a manufacturer of 
equipment for the motion picture 
industry so it is not out of the 
ordinary that the company should 
have an investment in that field 
through its ownership of 20th 
Century-Fox Film shares. Both 
Corning Glass Works and Owens- 
Illinois Glass have _ substantial 
stock investments in Owens-Corn- 
ing Fiberglas Corp., the leader in 
research and development in the 
fiibrous glass field. In this connec- 
tion, there is a link between Gen- 
eral Motors and duPont de- 
Nemous which has an investment 
in GM that is represented by its 
ownership of 20 million shares of 
the highly diversified motor com- 
pany. Du Pont made its initial 
investment in General Motors 
during the early years of World 
War I, increased its interests im- 
mediately following that war, re- 
garding its commitments as an 
investment in a promising and 
productive segment of America’s 
future. 

Diversification through inter- 
corporate investments has _ not 
been confined to industrial com- 
panies only. The railroads, too, 
have, for many years held stocks 
of other rail transportation com- 
panies. Some of these acquisitions 
were made with an eye to possible 
consolidations or to secure con- 
trolling ownership of leased lines. 
Others were made some years ago 
in anticipation of completion of a 
plan to consolidate eastern roads 
into several trunk line systems. 
Many of these investments go 
back beyond that to, in some cases, 
the early part of the Century. It 
was along about 1901 that Balti- 
more & Ohio began making in- 
vestments in the Reading Co., and 
it was in 1927 that it acquired its 
Western Maryland shares. Some 
of Union Pacific’s current hold- 
ings were acquired during the 
days around 1900, when the com 

(Please turn to page 648) 
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More Profit—More Income 


Extra Safety for You— 


EGARDLESS of the extent 

to which you have shared 
in the selective market recov- 
ery since the September, 1953, 
lows—this is an important time 
to reappraise your position... 
in light of the new market 
influences shaping up. For... 
the soundness of your action now may mean hundreds 
of thousands of dollars to you in terms of added income 
and profit this year. 


With Forecast Service In '54 











WHAT and WHEN to buy—and WHEN to take profits 
... but it also keeps you informed of what is going 
on in the companies whose shares are recommended 
in our Bulletins. Each security you buy on this advice 
is continuously supervised so you are never left in 
doubt as to your position. 


New patterns of selectivity are developing—new lead- 
ers will come to the fore—while other issues are lag- 
gards which may cut or pass dividends. It is in precisely 
this type of market that The Forecast can be of the 


greatest value to you—and can help you to protect and 
increase your capital. 


In the weeks ahead—and during vital 1954 changes 


You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 





outlook for business, under new government policies 
...as well as interpretations of the Dow Theory and 
our famous Supply — Demand Barometer. 



























with their varying effects on per-share earnings and 
dividends of virtually every company ... we will speci- 
fically recommend to YOU the best bargains—offering 
definite market leadership potentials—in the three 
most sought-after investment categories: 


e Assured 514% to 8% Income PLUS En- 
hancement From High Grade Issues Stres- 
sing Security of Principal. 


STRENGTHEN YOUR ACCOUNT NOW — 


Enroll now and buy our new and coming recommen- 

dations before they score sharp advances. 

e Dynamic Capital Growth — Higher Dividend 
Potentials In Special Issues With Expand- 
ing 1954 Earnings Prospects. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves—you can purchase the 
highly promising coming opportunities as we point 
them out to you. 


e Large Percentage Growth PLUS Income in 
Low Priced Opportunities Undervalued in 
Light of Their 1954 Outlook. 


A FULLY ROUNDED 
INVESTMENT SERVICE 


You will find that THE FORECAST tells you not only 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 





FREE SERVICE TO MARCH 20, 1954 
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THE INVESTMENT AND BUSINESS FORECAST 2/20 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [ $60 for 6 months’ subscription: [] $100 for a year’s subscription. 
(Service to start at once but date from March 20, 1954) 
one month from the day you receive my payment.) 
SPECIAL MAIL SERVICE ON BULLETINS 


MONTHS’ Air Mail: () $1.00 six months: [J $2.00 [] Telegraph me collect in anticipation of 

6 SERVICE one year in U. S. and Canada. important market turning points...When 
Special Delivery: [ $5.20 six months to buy and when to sell...when to ex- 
i Cj $10.40 one year. pand or contract my position. 
12 MONTHS $100 
SERVICE Name 

Complete service will start at Address pakdddd aad aveduvacauaatdedatmansina 7 . : pee keuenaa avduaneddadon 
once but date from Mar. 20, 1954. . P 
Subscriptions to The Forecast CHRY oo ooeeseseeeeeceeeeeeeeestettit +» wttate...... 


List up to 12 of your securities for our 
initial analytical and advisory report. 


Your subscription shall not be assigned at 


are deductible for tax purposes. A ‘ 
any time without your consent. 


Ee 


FEBRUARY 20, 1954 647 








REEVES BROTHERS, we. 
DIVIDEND NOTICE 

A quarterly dividend of 30c per 
share has been declared, payable 
March 12, 1954, to stockholders of 
record at the close of business 
March 1, 1954. The transfer books 
of the Company will not be closed. 

J. E. REEVES, Treasurer 


February 15, 1954. 




















‘ How Companies Diversify 
Their Investments 





(Continued from page 646) 


pany reaching out in virtually all 
directions had acquired control of 
Southern Pacific which was later 
to be relinquished. Union Pacific, 
however, continues to hold sub- 
stantial investments in other rail- 
roads, including Illinois Central, 
Pennsylvania R.R., and New York 
Central. 

For the guidance of our readers, 
we present herewith two tabula- 
tions, one captioned “Companies 
with Investments in Varied 
Fields,” and the other “Companies 
with Investments in Closely Re- 
lated Fields’. These tables, we be- 
lieve, have a particular value, 
serving as indices to the degree of 
diversification attained by the 
companies listed by means of their 
investments in other companies. 
In many instances, these holdings 
contribute substantially to the in- 
vesting companies’ net earnings, 
and therefore, quite frequently 
have a direct bearing on the divi- 
dend policies and market action 
of the owning companies’ shares. 
Favorable developments in the 
operations of a company in which 
an investment is held are often 
reflected in the market action in 
the shares of the investing com- 
pany. These possibilities should 
be weighed by the individual in- 
vestor when contemplating an in- 
vestment in any of the companies 
listed. 

It is suggested that the reader 
refer to the column entitled “‘cur- 
rent value of holdings per share’”’. 
The computations set forth there- 
in will enable him to compare 
market values, based on current 
prices, with the market values of 
shares in the “holding” company. 
Where the value of such holdings 
approximate or exceed the market 
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price of the “holding” company’s 
stock it is obvious the value of the 
latter is more likely to be in- 
fluenced in proportion. On the 
other hand, where the invest- 
ments represent only a small frac- 
tion of the market price of the 
“holding” company’s shares, as 
is the case in a number of the 
stocks listed in the table, the 
direct influence is of much less 
significance. The same reasoning 
applies to the income that may be 
derived from such investment 
holdings. Where income from 
these sources is very large it 
tends to exert a substantial in- 
fluence on the dividend payments 
of the company which owns the 
investment. 

A number of the issues listed 
afford opportunities to acquire 
sound, dividend paying stocks, 
having the added advantage of 
furnishing diversification because 
of their investments in other com- 
panies. Consideration should be 
given to the character of the 
stocks owned, their earning power, 
and growth potentials. In the 
final analysis, however, invest- 
ment decisions should be based 
primarily on the merits of the in- 
vesting company. In this connec- 
tion, we have singled out a few 
companies in the list which we 
have designated with an asterisk 
that, in our opinion, have con- 
spicuous growth possibilities. 





Why Is Market Disregarding 
Business Outlook? 





(Continued fro mpage 599) 


at present. There are no signs 
that recession has run its course. 
Current tendencies in the auto- 
mobile and steel industries, in re- 
tail trade and in other indicators 
raise a question whether 1954 eco- 
nomic adjustment will be quite 
so mild and end so soon (next 
autumn is projected as the turn) 
as the Administration has esti- 
mated in formulating over-all 
policy. 

Certainly there is in any event 
more of a test for the economy 
ahead, with more conclusive light 
on the outcome unlikely before 
mid-year, if not before autumn. 
The situation requires more, not 
less, conservatism in over-all in- 
vestment policy, for holding ample 
buying power in reserve, for con- 
tinuing close selectivity in port- 
folio management. 

—Monday, February 15 








The Trend of Events 





(Continued from page 596) 


—last in line. 

A letter from the president or 
chairman should begin the body 
of the annual report. This must 
be a straightforward recitation of 
the events of the past year, and a 
frank appraisal of the one to 
come. Here the public relations 
counsel has a legitimate place. A 
company official, accustomed to 
stating a case before a dozen or a 
score of directors, each of whose 
approaches to company matters is 
familiar, may lose himself in the 
transition to addressing scores of 
thousands of stockholders drawn 
from every walk of life—although 
there are company presidents 
who can talk with equal ease and 
force to every audience. Public 
relations assistance must not 
mean softening the bad news and 
accentuating the good. After all, 
the president of the company 
stands here as an employee re. 
porting to his employers. 

Continuing, a financial and op- 
erating review should cover sales, 
earnings, changes in working cap- 
ital, dividends, and any altera- 
tions of the capital structure. This 
is the place for charts and graphs. 
The sweep of a chart can show 
progress—or lack of it—as nothing 
else can. Perhaps it helps to have 
little figures climbing the hills and 
sliding into the valleys of cor- 
porate history, in addition, but 
we doubt it. Somewhere in this 
section of the report changes in 
working capital, or in earned sur- 
plus, should be put in one piece 
in one place in a conspicuously 
labeled box. 

Then should come what is ir- 
reverently termed the company’s 
tombstone—its directors and offi- 
cers — and lastly the formal bal- 
ance sheet and income statement, 
with the auditor’s notes. 

The last half of an annual re- 
port brochure — after the report 
proper — can well be devoted to 
some feature of the company’s op- 
erations; research, a new plant, 
product, or process; simply a list- 
ing and pictures of plants and 
goods produced. 





LATEST DEVELOPMENTS IN 


AMERICAN WOOLEN 


TO BE COVERED IN NEXT ISSUE 
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In Which Gre 


@ 





@ 1. Securities which have shared only slightly in the 
recovery since September, 1953, and for which 











the future is not promising. 


e 2. Securities which have fared reasonably well in 
recent months — but where only limited expansion 
is likely in the future. 





e 3. Securities which have already advanced substan- 
tially and for which further strong gains are likely. 

e 4. Securities which have participated lightly in re- | 
covery but are now ready to move ahead in view 
of improved 1954. prospects. 














Are you retaining too many securities in Groups One and Two which should be 
eliminated and replaced with appropriate investments in Groups Three and Four? 


Our Analyses of thousands of substantial investment portfolios reveal that the average 
list is comprised of a miscellaneous collection of stocks and bonds—without balanced 
diversification—often failing to meet the investor’s income needs—all too frequently 
lacking strong appreciation potentialities. 


We regard the present as an opportune point in the market to arrange a rounded 
program for keeping your funds diversified among leading companies in industries 
with a promising outlook for sustained earnings and dividends under 1954 conditions. 


As a first step toward increasing your profit and income, we invite you to submit your 
security holdings for our preliminary review—entirely without obligation—if they are 
worth $20,000 or more. 


Our survey will point out various of your less attractive holdings, and some of your 
securities to be retained only temporarily. It will tell you how our personal supervision 
car assist you to strengthen your diversification, income and the enhancement possi- 
bilities of your account. We will evaluate your list and quote an exact annual fee for 
our service. 


If you have not already done so—send us a list of your securities. Give the size of 
each commitment and your objectives. All information will be held in strict confidence. 
This offer is open only to responsible investors who are interested in learning more 
about our investment counsel. 
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Only STEEL can do so many jobs so well 


World's Largest Double Swing-Span Bridge. 
The George P. Coleman Memorial Bridge spans 
the deep. swift York River between historic York- 
town and Gloucester Point. Va. Two 500-foot 
swing-spans, each weighing 1.300 tons, pivot ho-i- 
zontally on piers 44 feet in diameter. swinging 
open simultaneously to provide a 450-foot free- 
way that can accommodate the passage of even 
the largest vessel. This 3.750-foot-long bridge was 
fabricated and erected by U.S. Steel. 


Ready to Roll. trains 

move faster today, they 

carry heavier loads, they 

cover longer distances. 

This puts a premium on 

durability and safety in the 

wheels they roll on. U. S. 

Landing at Sea. When a fighter pilot lands his plane on a flat- Steel has been a leading 

top. one of his biggest problems is stopping the plane. To help manufacturer of wrought 

him, a hook attached near the plane’s tail engages one of the steel wheels for 47 vears. 

galvanized wire cables, mounted on spring brackets. that stretch has helped to bring the art 

across the deck. The resiliency of the cable. plus the bracket of wheel-making to _ its 
action, helps the plane to stop promptly and safely. present high level. 


U N T E D § TA T E § § T E E L This trade-mark is your guide to quality st: 


For jurther injormation on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE - AMERICAN STEEL & WIRE and CYCLONE FENCE - COLUMBIA-GENEVA STEEL - CONSOLIDATED WESTERN STEEL - GERRARD STEEL STRAPPING - NATIONAL TI 
OlL WELL SUPPLY - TENNESSEE COAL & IRON - UNITED STATES STEEL PRODUCTS - UNITED STATES STEEL SUPPLY ~- Divisions of UNITED STATES STEEL CORPORATION, PITTSBU! 

UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 4-29! 





